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ABSTRACT 
This study deals with education and the labour force 
in the province of Central Java, Indonesia. The 
relationship between education and the labour force 
includes several issues, such as education as investment 
in human 
economic 
manpower 
manpower. 
capital 
capacity 
policy to 
to prepare qualified skills, 
to absorb educated people and 
adjust demand for and supply 
the 
the 
of 
In this study, the relationship between education 
and the labour force has been viewed in this light. The 
primary source of data on education and the labour force 
was the 1980 census. The 1971 census, the 1976 Labour 
Force Survey, the 1985 Intercensal Population Survey and 
Jawa Tengah Dal am Angka ( Central Java Year Books) were 
selected as the complements. The manpower policy data 
were obtained from the Repeli ta (Five Year Development 
Plans). 
The educational policy in Central Java, in terms of 
the quantity, has been succesful during the period 1971 
to 1985, and resulted in rapid growth of educated labour 
force. Meanwhile, the economic policy on economic growth 
has also been succesful, but it has offered only limited 
employment growth and consequently resulted in 
unemployment. The unemployment rate among educated people 
(secondary and tertiary graduates) was higher than among 
the less educated people (primary graduates and below ) . 
iv 
The educational policy is producing graduates to 
achieve the desirable labour force pyramid, while the . 
current economic difficulties will narrow employment 
growth in the future. According to employment 
projections, the increasing unemployment rate among 
secondary graduates, which began during 1980-1985, is 
likely to continue in the future.The government has 
established pre-employment training for the period 1984-
1989, which is excessive c6mpared with the additional 
employment opportunities for that period, while the 
number of pre-employment training programs for secondary 
graduates is inadequate. Educated people who are 
unemployed are likely to move to lower occupations and 
consequently improve the quality of labour force in lower 
occupations. 
• 
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C H A P T E R 1 
INTRODUCTION 
1.1 Introduction. 
, 
.J.. 
One of the major constraints on the economic and social 
development in Indonesia -is the scarcity of skilled 
manpower. In the government sector, there is a shortage of 
efficient administrators and planners, in the business 
sector, of qualified personnel, engineers and technicians; 
in agriculture, of enlightened farmers and skilled farm 
workers; in education and heal th of sufficient teachers, 
nurses and doctors, and in society at large of technical 
knowledge, scientific thought and personal initiative. 
In order to achieve adequate skilled manpower,the 
government of Indonesia has increased the development budget 
for education from Rp.36.6 million in Pelita I (First Five 
Year Development Plan I, 1969-1974) to Rp.1,258.3 million in 
early Pelita IV ( 1985-1986-). The proportion of the 
development budget, which is the remainder of the routine 
budget ( Beeby, 1982: 43), allocated to education rose from 
three percent in Pelita I, to nine percent in Felita II and 
around 5.5 percent in Pelita III and IV (Beeby, 1982:2-6 and 
MEC, 1986:54). According to The World Bank (1982:109 ) in the 
past decade, the share of GDP allocated to education in 
Indonesia would be roughly equal to the average for all 
industrial countries today. 
However, the result is that shortages of educated 
manpower exist side-by-side with a surplus, or unemployment 
of educated labour, because the pattern of educational 
development has tended to create an imbalance in the supply 
of various categories of manpower. The problem of human 
resources development is not only vertical (with respect to 
ratios of manpower by educational categories), but also 
horizontal (in terms of regional and sectoral distribution 
of trained and skilled manpower). The rural and agricultural 
sectors suffer the most from acute shortages of skilled 
labour, because the skilled portion of the labour force is 
usually attracted to the major cities. Imbalances in the 
supply of various categories of manpower, therefore, are 
related to educational and manpower policies. 
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However, educational reform is not enough to cope with 
the problem of unemployment among educated people, because 
the unemployment problem is also related to the level of 
labour absorption of the economy. In Indonesia, there is a 
paradox between the educational system on the one hand, 
which tends to be biased in its preparation of trained 
labour as a result of social pressure, and which seeks 
equality in educational opportunity, bringing about a high 
rate of supply of educated labour, and economic policies on 
the other hand, which tends to be biased towards being 
capital-intensive as a result of the "ideology of economic 
growth". 
1.2 The aims of the study. 
The aims of the study are: 
1. to identify the schooling status of the school age 
population in 1980. By identifying the schooling status of 
the school age population, the effectiveness and tne 
efficiency of the current educational policy for meeting 
manpower requirements can be measured, because the target 
population of these educational policies is mostly the 
school age population. 
3 
2. to identify the employment status of people who have 
graduated from secondary school. The educational process can 
be regarded as investment in human capital which tries to 
develop appropriate productive skills for pupils before 
they enter the 1 abour force. The employment status of 
secondary graduates is one measure of the effectiveness of 
human capital investment and the effectiveness of the 
schooling process. The employment status of secondary school 
graduates can also be used as an indicator of whether 
educational policies and employment policies are integrated 
or not. 
3. to estimate the demand for and supply of educated 
labour between 1985 and 1994. As the government has already 
planned its manpower requirements throuah the 
.., educational 
system and economic growth for the period 1984 to 1989, it 
is necessary to evaluate the effectiveness of its plans. For 
this purpose, estimates are made of the demand for and 
supply of educated labour. 
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1.3. The selection of Central Java as the area of 
study. 
Central Java has been chosen for this case study of the 
relationship between education and the labour force for 
three major reasons relating to its history, demography and 
the prevailing economic conditions. 
In the period 1815-1942, there were at least three 
factors which were associated with educational improvements 
in the Dutch East Indies. First, education was more 
developed in the areas where there were strong religious 
movements, whether Christian or Moslem (Jones, 1976:23-30). 
It is understandable, because in the colonial period, 
educational institutions usually were developed by religious 
movements. Second, education was more developed in the areas 
which were directly ruled by the colonial government 
(Furnival, cited in Jones, 1976:25). As a result of the 
"ethical policy" which was about into being throught the 
interaction of the central government, Christian political 
parties and liberal humanitarianism in The Netherlands 
(Sutherland, 1980:45), the colonial government educated 
indigenous people in the areas directly under their control 
to be clerks to serve the bureaucracy. Third, education was 
also more developed in the industrial areas, because, as 
Penders mentioned, in these areas the demand for Western-
trained people was higher than in the areas where 
industrialization occurred more slowly (Penders,1968:66-67). 
During this period in Central Java, a predominantly 
Moslem area, educational performance was categorized as low 
compared with North Sulawesi and the Tapanuli region in 
North Sumatra (both Christian), or the Yogyakarta and 
Priangan areas of West Java ( both Moslem) . Central Java, 
with the exception of the Surakarta and Yogyakarta sultanate 
areas, was directly ruled by the colonial government and was 
not affected much by industrialization. After Independence 
in 1945, Central Java became one of the major areas of 
interest for the central government (Beeby, 1982:31). 
However, in terms of educational attainment, Central Java is 
still below the national average (Meyer and Larson, 1987:1-
7). This is elaborated in greater detail in Chapter 2. 
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Central Java, in 1980, was one of the most densely 
populated provinces in Indonesia, with 634 people per square 
kilometre (BPS, 1984:455), around twenty percent of the 
Indonesian population. In terms of its educational budget, 
Central Java is a province categorized as a "giant consumer" 
of educational resources (the Ministry of Education and 
Culture*, 1986:364). The level of participation in the 
labour force is above the national average, especially for 
women (BPS, 1984: 467). However, the per capita income is 
only about 55 percent of the average national per capita 
income (BPS, 1984:459). 
* hereinafter referred to MEC 
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Population pressure in Central Java has resulted in a 
decreasing average size of landholdings and difficulties in 
improving productivity in the agricultural sector. The 
average landholding is only 0.3 hectare per peasant 
household (BPS, 1984:369). 
The government puts a high priority on 
industrialization, and the trade and services sectors as 
ways of compensating for the decreasing agricultural 
productivity resulting from population pressure. 
Educational policies are crucial for improving the 
educational level of the population in the region. Poverty 
in the population is a major constraint on improving 
education. Nevertheless, improving education is also assumed 
to be one way of solving poverty. However, its seems that 
poor educational policies in Central Java might have created 
people whose skills do not match labour force needs. Poor 
educational policies waste resources, create unemployment 
and lead to an increase in the extent of poverty. 
1.4. Theoretical framework. 
Human capital theory states that human resources are an 
important part of the production process. This means, 
according to Becker, Aukrust, Solow and Schultz (cited in 
Vaizey 
factors 
et.al., 
through 
productivity. 
1972:25-36), that improvements 
training and education will 
Investment in education is 
in human 
improve 
seen as 
I 
I 
contributing to economic growth and economic equality 
( Harbison and Myers, cited in Blaug, 1970: 52 ) . However, 
before gaining jobs, graduates ~ust wait before joining the 
labour force, because particular production processes select 
particular skills as appropriate and also determine the 
quality of labour required to improve the production process 
(Blaug, 1970:36). 
Sirageldin and Li (1983:50) identified four factors 
involved in assessing the problem of the level of employment 
among educated people: the labour force factor, the manpower 
requirement factor, the educational simulation factor and 
the manpower policy factor. 
1. The labour force factor consists of the ratio of entrants 
to the labour force to departures from it, attrition rates 
among educated people in particular and in the labour force 
as a whole. 
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2. The manpower requirement factor requires specification 
of the size and quality of the labour force needed in the 
various sectors of production, such as the agricultural, 
manufacturing and services sectors. Different areas of 
production need different specific skills and the magnitude 
of the needs depends on the magnitude of capital 
accumulation in each sector. Therefore, sectoral production 
targets of government policy reflect the magnitude of 
demand for manpower. The quality of manpower needed can be 
translated into educational qualifications required. 
3. The occupational categories of the labour force seem to 
be related to the level of education of the workers. For 
example, 
I 
primary school graduates are expected to be 
"unskilled II workers, and senior secondary graduates are 
expected to be semi-skilled workers. The supply of each type 
of manpower will be influenced by schooling factors such as 
enrolment, repetition and drop-out rates in the educational 
simulation model. 
4. The manpower policy factor - allocates the supply of 
labour 
sectoral 
and educational 
occupational 
qualifications to 
matrix, according 
the 
to 
overall 
specific 
priorities (Sirageldin and Li, 1983:50). In relation to 
employment for educated people, the manpower policy sets up 
the priorities, for example, economic growth for a strategic 
sector such as oil mining, by allocating the educational 
8 
budget to produce the appropriate graduates to support this 
strategy. The manpower policy makes policies to adjust or 
balance supply and demand. 
1.5 Theoretical problems. 
There are at least five general issues which need to be 
considered relating to education and employment. The first 
problem is that education is a consumer good and at the same 
time an investment good, while employment is a matter of 
. ~ t inves .._men . The educational system reflects the social 
demand of and the needs for education, while employment only 
reflects the needs for trained labour ( Harbison, 19 67: 31). 
ii 
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Therefore the educational process tends to create graduates 
who do not always match the needs for trained labour. This 
situation brings about a surplus of a certain graduates 
side-by-side with other shortages of labour. This is the 
second problem. The third problem is that government policy 
favours an imbalance in manpower as a result of limited 
resources or unfortunately, as a result of political 
pressures . The fourth problem is the discrepancy between 
the rate of growth in the educational system and the rate 
of economic growth. The shortage of employment 
opportunities is caused by the lack of demand for labour or 
the lack of labour absorption in the economy. The last 
problem is the mismatch between job expectations and job 
opportunity. 
Generally speaking, education is an intermediate goal 
of most governments and is regarded as the method used in 
order to satisfy social and economic priorities (Anderson, 
1967:12). Educational policies, ideally, put equal weight on 
social and individual benefits. However, most governments 
appear to put a high priority on the social return of 
education, by improving the number of educated people. The 
government tends to put a high value on the social rate of 
return of education, based on the assumption that the 
maximum supply of educated labour will result in cheaper 
labour, because employers can 
The private recruiting labour. 
cost of education as incurred 
minimize wage levels 
rate of return relates 
by the individual to 
in 
the 
the 
10 
benefit of education as realized by the same individual. The 
social rate of return relates the costs of education as 
incurred by the State to the benefit of education as 
realized by the same State ( Vaizey et. al. , 19 72: 72 and 
Psacharopoulos, 1983:21). Maximising the supply of educated 
labour also tends to contribute to a higher social return, 
if the government succeeds in minimizing wages in the public 
sector. In addition, society values education as a way of 
satisfying individual interests as it leads to social 
mobility. The assumption is that the higher the level of 
education, the higher the socio-economic level (Blaug, 
1973: 27). Therefore, wage and social status expectations 
become motivating factors in the schooling process. That is 
why the educational system is partly responsible for 
unemployment through creating a mismatch between employment 
opportunities and expectations (Blaug, 1973:8). 
The maximum supply of educated labour is not always 
matched with the numbers and qualifications needed by the 
production process. Skill differentials occur as a result of 
differences in the supply of labour, but wage differentials 
occur as a result of variations on the demand side. In 
determining the volume of employment, one important factor, 
apart from wage rates, non-labour costs, profit and 
production techniques, is market demand (sales) (Lester 
cited in McCormick and Smith, 1967:35). In recruiting 
labour, the employer intends to take maximum benefit from 
their employees (McCormick and Smith, 1967:10). That is why 
labour recruitment, which is based on qualifications, 
market demand (sales), minimum marginal wages and the 
appropriate volume of new employment, is an important factor 
in absorbing the labour supply. 
The mismatch between skills and opportunities may be 
caused by a bias against preparing skills that are needed 
11 
in the modernization process. In Indonesia as a whole as 
well as in Central Java, the government cannot meet either 
the social demand or the market demand for education, 
because of limited school facilities and limited resou=ces. 
Most parents prefer vocational schools, because they assume 
this type of school leads more quickly to job opportunities 
than do general schools (Beeby, 1982:174). The government 
cannot meet this demand for vocational schools, because 
vocational schools consume more resources than general 
schools. The same also occurs with science and technological 
education, which consume substantial resources and have 
insufficient teachers, compared with liberal arts education 
(Beeby, 1982:21). The implication of this is that both 
public and private educational authorities provide more 
educational facilities for general education and liberal 
arts education than for vocational schools and science 
education. This situation creates biases against the 
preparation of skills that are needed for modernization and 
may affect unemployment. 
I 
Ii 
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A structural wage bias is one of the causes of 
unemployment 
(Simanjuntak, 
among educated 
1982:17). Job 
people 
preferences 
in 
are 
Indonesia 
usually 
determined by consideration of the wage level as well as 
long-term employment prospects, job location and working 
conditions. Employment in the public sector in Indonesia 
reflects a wages bias, because employment in the public 
sector attracts a higher wage than the private sector (MEC, 
1986:136). This situation tends to influence educated people 
to search for jobs in the public sector and even 
influences educated people to delay accepting private sector 
jobs if a vacancy should become available. In Indonesia 
the public sector is preferable, because public sector jobs 
have higher salaries and better prospects for career 
advancement, health care, pension funds and social prestige. 
Usually people consider the comparative total net 
advantages, not only comparative wages, as a part of job 
decision making (Rottenberg, 1967:183). This structural wage 
bias creates job preferences that will be kept in mind and 
influence job seekers in bargaining in the labour market, 
encouraging them to wait for an attractive public sector 
job. Thus, the longer period of waiting for employment in 
the public sector is likely to lengthen the unemployment 
period for job seekers. 
The family characteristics of educated people may also 
be a cause of unemployment. Educated people usually come 
from relatively affluent families. Their families can 
support them while they wait for their preferred job. 
Therefore, the stronger the financial support of their 
families, the longer the potential duration of unemployment. 
Employers themselves are another factor influencing the 
extent of unemployment among educated people. If there is a 
shortage of a certain skill, employers usually prefer to 
substitute it by providing training for their own employees 
with a lower level of the skill needed ( Reder cited by 
Vaizey et.al., 1972:107). Employers usually also take time 
to consider the marginal costs compared to marginal 
productivity of labour before they hire a new employee 
(Machlup, 1969:42). Employers take more time to recruit 
educated labour than less educated people, because educated 
workers usually have higher income expectations, 
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particularly if they come from affluent families. Employers 
must consider the skill characteristics of the applicants 
and determine whether these characteristics are appropriate 
for raising their productivity. Because of this, educated 
people have to seek a specific labour market. Educated 
applicants frequently take a longer time before finalizing 
an employment contract. 
1.6 Regional problems. 
Particular regional problems appears to exacerbate the 
problems of the relationship between employment and 
education . According to human capital theory, the labour 
market is segmented by level of education (Becker, 1964:7-
I! 
II 
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8). This implies that educated people are likely to find 
jobs more quickly than uneducated people. Therefore, there 
is a negative correlation between educational level and 
unemployment rate (Levi than, et. al. , 1974:100). This 
correlation is plausible, however, the situation is reversed 
if the "scarcity" of educated people disappears ( Blaug, 
1973:29). The negative correlation between educational level 
and unemployment rate might be supported by some factors 
For example, educated people have access to relatively high 
levels of information and are likely to have better access 
to the labour market. They also have the possibility of 
moving to a job requiring less education, if they are unable 
to find a job demanding the appropriate educational level. 
Employers are more interested in educated people than 
uneducated, if the educated people are willing to accept the 
same lower wage as less educated people. 
Although the human capital theory is plausible, 
Central Java data (BPS, 1983:154) as well as Indonesian data 
(BPS cited in Clark, 1983:5) show a contrasting situation. 
There is a positive correlation between educational level 
and unemployment rate, at least up to senior secondary 
school level, and this correlation occurs in all age groups 
(15 years and over). 
According to human capital theory, 
responded only to earning prospects 
Therefore, maximum expected life-time 
investment decisions 
(Becker, 1964:56). 
income is a major 
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consideration for araduates of a certain level of education 
.J 
in choosing whether or not to further their education 
(Becker, 19 6 7: 40) . However, in chaos ing ~o further their 
education, they are affected by a number of constraints: the 
availability of educational facilities, financial suppo_rt 
and the adequacy of their academic performance in relevant 
subjects. In Central Java as well as in Indonesia as a 
whole, these constraints create fierce competition among 
applicants to gain places in higher levels of education. 
This competition also influences gradua~es in choosing 
programs. Graduates may choose options that do not guarantee 
maximum life-time income as long as the alternatives have 
positive net advantages. In this process, graduates 
calculate the risk of unemployment that is experienced by 
graduates from that school. Therefore, the unemployment risk 
can be considered as one factor involved in choosing to 
further one's education. 
In Central Java, as well as in Indonesia, there is a 
cultural bias in job preference towards the public sector 
(Sudomo cited in Kompas, August 1987). This cultural value 
on public sector employment in Central Java is a reflection 
of Javanese social stratification that classes government 
officials as "priyayi" (literally meaning "the King's 
brothers and sisters"), the second highest class after the 
king (Harn, 1972:40). School, in the eyes of Javanese, is 
likely an avenue for graduates to move "from the bush to the 
office". This cultural value is further fertilized by the 
l 
I 
Ii 
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higher levels of income gained in public sector employment. 
The income level of government officials in 1969 in urban 
areas of Central Java was 22 percent above 
differential was 
the average 
also shown (Sundrum, 1974:89). This 
nationwide in Indonesia in 1976 (BPS cited in MEC, 
1986:302). 
In Java as a whole, poor agricultural prospects also 
create pressure on people to move to other employment 
sectors (White, 1973:32). These sectors need relatively high 
skills and higher educational prerequisites than the 
agricultural sector. The average size of landholdings among 
peasants declines from year to year, while the income 
disparity between the agricultural sector and others widens 
(Wie, 1986:115). The agricultural sector contributes only 42 
percent of regional income but absorbs more than half of all 
employment (BPS, 1983: 133). These problems in the 
agricultural sector make schooling seem to be the road to a 
new "promised land", jobs in the service sectors. 
Cultural values, the structural wages bias, the school 
preparation bias and agricultural pressure all tend to 
result in narrow and specific job expectations for 
graduates, as they all seem to gravitate in similar 
directions: schooling followed by work in the public or 
service sectors. Their decisions imply their readiness, for 
a certain time, to be unemployed. The higher the job 
expectations, the more effort, resources and time are 
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devoted to their search. The stronger the cultural values, 
the structural wage bias and the agricultural pressure, the 
greater the number of people is likely to be who make the 
decision to risk lengthened unemployment in order to secure 
acceptable jobs and, consequently, the longer the average 
duration of unemployment. 
The existence of a pool of educated unemployed people 
implies that there are several causes of unemployment. 
Various analyst have attributed it to the following causes: 
1. Low demand for labour is caused, according to 
Keynesian theory, by an inadequate level of aggregate demand 
for labour, or as the Marxian model stated, a lack of 
capital accumulation caused by low productivity. In the 
Keynesian model, aggregate demand for labour depends on 
levels of savings, investment and the prospect of sales. In 
the Marxian model, unemployment is caused by low 
productivity. Low productivity occurs when the overall 
ratio of capital to labour is too small 
level is too low to absorb all labour 
(Robinson cited by Blaug, 1973:1). 
and average wage 
into employment 
2. The lack of labour market information among 
people and among employers (Leibenstein, 1966:67). 
educated 
3. Inadequate 
inefficiencies 
skills among educated people caused by 
in the schooling process (Blaug, 1973:13). 
4. High income and wage expectations among educated people 
(Blaug, 1973:8). 
5. An over-supply of educated people compared to the 
employment opportunities, resulting from both demographic 
factors and ineffectiveness of educational policy. 
Ineffectiveness of educational policy can be seen in Central 
Java, for example, in unsuccessful government policies for 
introducing more secular curricula in the religious training 
schools (Kantor Wilayah Departemen Agama Jawa Tengah, 
1985:12) 
1.7 The source of data. 
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The main source of data for this study is demographic, 
with economic data forming a complement. This study is also 
supported by data on educational policies and economic 
policies. The demographic data includes the 1971 and 1980 
Indonesian Population Censuses, Intercensal Population 
Survey 1985, Jawa Tengah Dalam Angka ( Central Java Year 
Books) and the Five Year Development Plan. This study 
concentrates on the secondary level of education. 
Information on the supply of educated labour was obtained 
from educational statistics data from 1974 to 1985 produced 
by Kantor Statistik Jawa Tengah. The data on policies is 
mainly based on publications from the Ministry of Education 
and the Provincial Government. 
1.8 Limitations of the data. 
There are at least four limitations to the data used 
(1.7). Firstly, ideally, data on income and expenditure is 
needed to assess the rate of private return to education. By 
looking at the rate of return to education from a series of 
data, we can assess the trends, and consider whether the 
growth rate of labour with a certain education qualification 
is acceptable or not. This is a starting point to evaluate 
policies for a certain level of education. Unfortunately, 
the data available do not provide this kind of information. 
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Secondly, the "time reference" which defines employment 
in the 1971 and the 1980 censuses are not the same. 
Emp 1 oymen t in the 19 71 census is defined as "working at 
least two days during the previous week" while in the 1980 
census it is defined as "working at least one day during 
the previous week" (see Jones in McDonald, 1983:368). The 
remaining data relating to education and the labour force 
( Sakernas and the 1985 survey included), use the second 
definition. However, because of these different definitions 
of employment in the 1971 and the 1980 censuses, this study 
will avoid comparing employment levels between these two 
sets of data. 
Thirdly, in order to estimate future employment, the 
labour absorption coefficients of sectoral economic 
activities are needed. Unfortunately, there is no such data 
for 1971. However, the data from 1976 to 1985 are available 
and especially, the data on the labour absorption 
coefficient for educated people are also available from 1980 
to 1985. 
Fourthly, in order to evaluate educational policies, 
data on educational expenditure and budgets are needed. 
Daroesman (1971:62-63) supported by Beeby (1982:41-45), 
identified five problems here: 
1) In Indonesia, there is no formal devision of 
responsibility for education expenditure between levels of 
government and at the central government level, between 
several departments. 
2) A substantial proportion of total expenditure is 
financed in practice by state and private bodies, which have 
no formal responsibility for financing education. 
3) There is no standard accounting procedure for lower 
levels of government. 
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4) Published data do not always distinguish education 
expenditure from expenditure on other services. 
5) Published data only give budget estimates and not actual 
expenditure; this makes trends almost impossible to trace, 
even within one department. 
Because of lack of data on 
budgets, this study utilizes 
gross enrolment ratio, as a 
labour growth in the future, 
educational expenditure and 
government targets for the 
way of estimating educated 
in order to evaluate the 
educational policies which relate to future employment. 
1.9 Methodology. 
The description of schooling and employment status of 
secondary graduates can be obtained by cross tabulation of 
the Censuses and Survey data. Trends for educational 
attainment, labour force participation and unemployment 
rates can also be examined by cross tabulations from 1971 
and 1980 censuses and the 1985 survey. To evaluate 
government policies relating to future development, a 
projection of the demand for and supply of educated labour 
for 1985 to 1994 is provided . Data on future sectoral 
economic growth projected by the government is used to 
estimate employment opportunities in the future, including 
employment opportunities for secondary school graduates . 
1.10 The organization of the thesis. 
This thesis consists of five chapters. The Introduction 
explains the aims of the study, the reasons for selecting 
Central Java as the case study, the theoretical framework, 
problems relating to educational policy, the source of data 
and the outline of the study. 
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Chapter 2 examines the educational situation in Central 
Java. This chapter discusses the historical and demographic 
background of the schooling process in Central Java and its 
achievements. It also explains the structure of the 
Indonesian school system as relevant for educational policy 
decision-making. As an examination of human resources 
development, this chapter also measures the level of human 
capital development by looking at the level of education and 
the rate of growth of educational achievement in the Central 
Java population. This chapter also examines reasons behind 
improvements in enrolment. 
Chapter 3 is a detailed examination of the educational 
level of the labour force in Central Java. The economic 
structure of Cen_tral Java is shown as one factor that 
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influences employment rates of educated people. The growth 
of and changes in the economic structure are explained in 
this chapter, as the level of employment is also determined 
by the level of economic growth. This chapter also explores 
the educational level of employees in particular industries 
and unemployment rates among educated people, especially 
those who graduated from secondary school. 
Chapter 4 provides an examination of the role of 
education and the labour force in the development process. 
This chapter considers the relationship between educational 
achievement (as shown in Chapter 2) and the performance of 
labour absorption of the economy (as shown in Chapter 3). In 
other words, this chapter explains the supply of and demand 
for educated labour and discusses reasons for its excess. An 
understanding of the characteristics of supply and demand is 
therefore important to allow us to estimate the implications 
for the problems of high levels of unemployment among 
educated people in the near future, assuming that current 
trends will continue in the future. This chapter also 
assumes that government policies influence the direction of 
these trends. This means that projections for educated 
labour and employment are needed to evaluate government 
policies for the secondary school level. 
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C H A P T E R 2 
THE EDUCATION SITUATION 
2.1 The Structure of the Indonesian school system. 
This section explains the political and 
institutional background of the educational system in 
Central Java. 
In Indonesia, the educational system and its 
structure is a product of the controversy between two 
major political trends: 
and decentralization 
religious versus secular politics 
versus centralization (Polomka, 
1971:55 and Beeby, 1982:27-31). The current situation 
reflects the dominance of secular and centralistic 
policies. Presidential Decision Number 34(1972) and 
Presidential Instruction Number 15 ( 1974) gave authority 
to the Ministry of Education and Culture to manage all 
education and training ( Bee by, 
"pseudo-governments" outside the 
1982:243). However, 
legal government still 
appear to be a potential problem for educational policy 
in Indonesia (Polomka, 1971:55). The realization of the 
Presidential Instruction was very slow and difficult as a 
result of different political and religious factions 
(Beeby, 1982:37). 
The Department of Education and Culture is divided 
into six sections. Two of them, the Inspector General's 
section and the Director General of Education, deal 
directly with schools. In each province, a Director of 
Education (Kepala Perwakilan) represents the Department. 
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Under the authority of the Director of Education, 
administrators and inspectors administer secondary 
schools and supervise the inspectors of primary schools. 
To support staff at the provincial level, the 
provincial government also has its own education office 
(Dinas), under the Department of Home Affairs, to manage 
financial and logistic support for education. The Dinas 
administers primary schools and puts its own inspectors 
(Kabin) into regencies (Kabupatens). Apart from the De 
partment of Home Affairs, the Department of Religious 
Affairs also has primary schools and secondary schools 
which provide either mixed secular-religious or only 
religious education. Other departments, such as the 
Department of Agriculture, Department of Health and 
Department of Industry also provide special schools at 
the secondary level for vocational training ( Daroesman, 
1971:65-66 and Beeby, 1982:33,241-243). 
All these departments have a limited role in 
maintaining education, because they only directly manage 
public schools. Apart from public schools, there are 
private schools which are supported by "yayasan " 
(foundations), mostly under the authority of religious 
movements or community movements. In the past decade, by 
using funds from the "oil bonanza", the government has 
given subsidies to and tried to direct private schools. 
In the future, lack of resources is likely to narrow the 
role of the government in educational policy for private 
schools. 
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Primary school takes six years to complete, while 
both junior and senior secondary school have a 3 year 
course. At both the junior and senior secondary level, 
there are two major types of schools: general academic 
and vocational schools. The vocational schools for _ 
example commercial, technical, home economics and teacher 
training schools (senior secondary)-- prepare students 
for the labour force, rather than for further study or 
tertiary education. 
2.2 Age structure and the school-age population. 
The definition of "school age population" depends on 
two factors: the structure of the school system in terms 
of the usual age at entrance and duration of each level 
of education and the legal age limits of compulsory 
education (United Nations, 1966:8).The Indonesian 
government plans to introduce compulsory education for 
primary school by 1995. 
In the Indonesian school system, the definition of 
"school age-population 11 changes from time to time. Before 
1971, the school age population ranged from 7 to 19, but 
after 1971 the range was 7 to 18. Before 1971, the 
duration of primary school was 7 to 13 years, while for 
junior secondary it was 14 to 16 and for senior 
secondary, 17 to 19 years. After 1971, the duration was 7 
to 12, 13 to 15 and 16 to 18 years respectively. 
The age structure of the school age population is 
influenced by fertility, mortality and migration. In the 
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past, high birth rates contributed to the rapid growth in 
size of the school-going population. Generally speaking, 
high birth rates result in lower educational perfor~ance. 
High levels of fertility and expected declines in 
mortality imply the growing number of school age people _ 
and their increasing proportion in the total population 
(Jones, 1971:330). 
Central Java experienced a declining total 
fertility from 5. 6 children per woman in 1961 to 3. 8 
children per woman in 1980 (BPS, 1984:3). Life expectancy 
increased from 49 years in 1971 to 54 years in 1980. The 
dependency ratio also decreased from 845. 7 per thousand 
in 1971 to 756.6 in 1980 and it is expected to be about 
590 per thousand in the year 2000 (BPS, 1984:4). 
The decreasing fertility rate and dependency ratio 
accompanied by the increase in life expectancy have given 
greater opportunities to people to provide more financial 
support for their children's education. Al though the 
fertility rate has already declined, the schooling 
problem of the school-age population is not yet solved, 
because according to BPS projection (medium variant), 
even the fertility decline the school-age population will 
increase in size by 113 thousand children per year till 
the year 1990 (BPS, 1984:5). Additional educational 
facilities will therefore be needed. Moreover, children 
who do not attend school are a latent problem in Central 
Java. 
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2.3 Enrolment, progression and graduate rates. 
2.3.1. Determinants of school enrolments. 
Chernichosky and Meesook (1985:17) found that in 
Indonesia there are two factors working as determinants 
household characteristics and of school enrolments: 
availability of schooling facilities. Factors described 
as household characteristics were fertility behaviour, 
and the age of the household wealth, social norms 
children. Factors described as "availability of schooling 
facilities" refer to distance between the household and 
school building and whether further education was 
available in the community. 
Fertility behaviour, a part of household 
characteristics, has a complex relationship to school 
enrolment of children. Chernichosky and Meesook (1985:18) 
found that in urban areas, the size of the household, in 
terms of the number of children has a negative 
correlation to school enrolment. The greater the number 
of children in the household, the more likely it will be 
for parents to send their sons, but not their daughters, 
to school. Therefore, the smaller the number of children 
in the household, the higher the enrolment of the 
children. But Chernichosky and Meesook (1985:20) also 
found that in rural areas of Indonesia, the larger the 
family size the more likely children will be enrolled at 
school, because children benefit from their large family. 
In rural areas, members of the extended family are 
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available to help a father send his young children to 
school. 
While the size of the family has no clear relation 
to school enrolment, there is a clear relationship 
between wealth and school enrolment. Wealth has a 
positive correlation with school enrolment. This means 
that children from the lowest income group will be more 
likely to be unschooled (Chernichosky and Meesook, 
1985:15). This finding is parallel with Mani's (1983:15) 
finding on the study of determinants of educational 
aspiration among Indonesian youth. 
Social practice such as sex discrimination in the 
household have a critical effect on enrolment. In 
Indonesia, in secondary schools and above, male children 
have greater opportunities to enrol at school. This 
social practice can also be explained by looking at the 
wage or salary differential between males and females. 
Males generally have a higher salary than females. 
However, sex discrimination has a strong correlation with 
the educational level of the parents. The higher the 
level of education of the parents, the higher their 
enrolment of the children for both males and females 
(Chernichosky and Meesook, 1985:16). 
Religion has also a correlation with enrolment. 
Mani (1983:41) found that children from Catholic or 
Protestant families have a higher enrolment than children 
from Moslem families. According to Leibenstein (1966:61), 
the strengthening of the relationship between religious 
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followers and their priests is negatively correlated with 
the need for achievement in education. This is because 
those groups whose religious beliefs and practices 
emphasize contact with a priesthood that mediates between 
the people and a holy-book are less likely themselves to _ 
have as high a reverence for the written word as do those 
groups who receive their inspiration directly from the 
sacred texts. Trust in the priest may impede people's 
curiousity and discourage them from seeking knowledge 
directly from the written sources. The followers of the 
largest social movement in Indonesia, called "Nahdatul 
Ulama" (United Priests), are characterized by a patron-
client relationship between the "kyai" (priest) and the 
followers. The "kyais" have great authority in 
interpreting the holy book (Koran) and the followers have 
a certain type of belief called "taklid" (literally 
meaning" follow"): "if you do not understand, follow the 
kyai". According to Nahdatul Ulama, the kyai is heir of 
the prophets ( Al Ulamaa' u warosaatul anbiyaa). The 1980 
data show that in Central Java the regions which are 
dominated by Nahdatul Ulama (Pekalongan, Pemalang, Tegal 
and Brebes regencies) have a high illiteracy rate 
(ranging from 36 per cent to 43 per cent), while Salatiga 
regency (now municipality), which is dominated by 
Protestants, has the lowest illiteracy rate (13 per cent) 
(BPS, 1983:51). 
The effect of age on schooling operates through the 
costs of schooling. Children's propensity to enrol and 
attend school falls with age, particularly after age 11 
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( see Figure -2.la, 2.lb and 2.lc), because the direct and 
indirect costs of schooling rise with age. With 
increasing age, children are also affected by age-related 
functions such as probability of marriage and probability 
of entering the labour force. School enrolments are 
function of children's age (Chernichosky and Meesook, 
1985:20). According to Becker (1964:58) investors in 
human capital are mostly young people partly because of 
the cost in postponing their investment in the older ages 
is higher than in their younger ages. 
The availability of schools in the village 
encourages children to attend school. The willingness to 
continue to higher levels of education will improve when 
they become available in the region and the children's 
academic performance is of a higher standard 
(Chernichosky and Meesook, 1985:13). In Central Java, 
urban areas, particularly municipalities, provide more 
school facilities than rural areas. This is shown by the 
fact that during 1975 to 1984, school facilities in the 
municipalities have accommodated 10 to 20 per cent more 
students than the number of applicants from their own 
areas each year, while in the regencies, the school 
facilities 
applicants 
Tengah, 
accommodated only 80 
from their own areas 
1980:89; 1986:112). 
to 90 per cent of the 
( Kantor Statistik Jawa 
Limited accommodation 
capacity of schooling facilities in rural areas may 
impede the enrolment rate in rural areas. In Indonesia 
as well as in Central Java, however, there may be several 
reasons for children's being out of school: for example, 
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they are "too far from school" or "schooling is too 
difficult". These indicate that intellectual ability, 
teaching methods and the distance between residence and 
schools are also involved in school enrolment. 
2.3.2. The enrolment rate. 
Article 31 of the Indonesian Constitution clearly 
states that every citizen has the right to attain a 
decent 
provide 
education. Therefore, 
wider opportunities 
the 
for 
government 
people to 
has to 
obtain 
education. In other words, the government has to achieve 
the highest possible enrolment rate. The development 
strategy since the early 1970s has given high priority to 
agricultural development and basic education. Introducing 
the "village modernization program" and the "S.D. Inpres" 
(providing a primary school for each village), as a 
result of a Presidential Instruction, may affect two 
things: increasing demand for _ schooling especially in 
rural areas and increasing supply of school facilities. 
The influence resulting from the II oil bonanza II resulted 
in these two programs being very successful. There was a 
considerable improvement in the enrolment rates at all 
level of education, 
During the period 
especially at primary school level. 
1961 to 1971, in Central Java, the 
enrolment rate at primary school level increased by only 
3 per cent (from 54.4 per cent to 57.8 per cent), but in 
the period 1971-1980, the enrolment rate increased by 
nearly 30 per cent (from 57.8 to 86.9 per cent :see Table 
2. 1) . 
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Table 2.1 
Enrolment and Drop-out Rate 
of Population Aged 7 to 12 
by Province , Java and Madura 
1961, 1971 and 1980 
---------------------------------------------------------------------------------
---------------------------------------------------------------------------------
Province 
( 1 ) 
Jakarta 
West Java 
Central Java 
Yogyakarta 
East Java 
7. of population aged 
7-12 who are still 
attending school 
1961 1 1971 
(2 ' 
. J 
69.3 
55 .6 
54 .4 
69.2 
52.4 
( 3) 
57.8 
1980 
( 4) 
91.1 
83.0 
86.9 
94.3 
88.8 
Number and 7. of population 
7-12 who are no longer 
enrolled 
Enrolled No longer Drop-out 
enrolled rate 
( 5) (6) (7)= (6): (5} 
868930 27726 3. 1 
4253561 257248 6. 0 
3855126 200234 5.1 
401051 6256 1. 5 
4191623 190836 4.5 
---------------------------------------------------------------------------------
Java - Hadura 55.3 59. 0 86 .1 13570291 682200 
Indonesia 54.8 59.8 84.7 22045251 1116041 
Source : Kantor Statistik Jawa Tengah, 1983: xii. 
Note: 1 = aged 7 to 13 
- = data not available. 
::, 0 
5.1 
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The government policies above probably explain the 
substantial improvement in enrolment rates in rural 
areas. The enrolment rate is usually considered to be 
higher in urban areas, but in Central Java, during 1971-
1985 the growth rate of the enrolment rates was higher in 
rural areas than in urban areas. This was surprising, 
especially for people aged 16 to 18 (commonly at senior 
secondary level), because the senior secondary schools 
are mostly located in urban areas. Improvements in rural 
welfare and better transportation may help to explain 
this situation. However, in general, the enrolment rate 
of both males and females was higher in the urban areas 
(see Table 2.2). 
The government's policy on education in the last 
fifteen years has emphasized primary school. The success 
of the policy on primary education has resulted in a 
flood of primary graduates who could not be accommodated 
in secondary schools. The dream of those who do get into 
secondary school is to go on to the university. The 
process works like a series of flood-gates; when the 
first gate is opened the f load soon washes against the 
second, and so on until the whole system is inundated 
(Coombs in Beeby, 1966:20). In Central Java, the primary 
graduates who were accommodated in senior secondary 
school increased by 8.4 per cent per year and the junior 
secondary graduates who were accommodated in senior 
secondary school increased by 10.2 per cent per year (see 
Table 2. 3). However, the proportion of people who were 
accommodated in higher educational institutions 
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Table 2.2 
Enrolment Rate by Age, Sex and Place 
of Residence, Central Java 
'C7i 1 !}Q(\ ·nd ~QF{ C: 1 -·: ~ ~ .;.. - · v .. · d .1. ..: ·--' 
---------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------
Urban Rural Urban Rural 
Age 1971 1980 1985 1971 1980 1985 1971 1980 1985 
'Y . \ ears) 
---------------------------------------------------------------------------------------------------
Males 
---------
7-12 80.0 92.9 a~~ :: G. C: 84.4 94.1 60.6 81. 9 a.. ,:i , ,
"'' . J .A •• .J ....... · 
13-15 "7C 4 83.0 89 .7 ! -i i:. :. , .. ,-: 64,9 4:3' .} tiL 7 ?ij : 0 / "'! ' ~i: t) . _:~:::, 
16-18 55.8 61.2 69 .3 21.6 27.5 35.6 26.0 34.6 44 .3 
Females 
---------
7-12 76.2 91. 7 98.0 52.7 82.9 94 .6 55.0 84.4 95.5 
13-15 60.7 70 .8 81.6 '18 . .!,i • .b 45.5 59 .4 32.5 50.6 65.4 
16-18 39.7 43.2 62.0 08 .8 13.0 29.2 12.9 19 .8 36.3 
Both 
Sexes 
---------
7-12 78.1 92.3 97 .9 ,.,. 6 JJ . 83.6 94.3 57.8 85.1 95.2 
13-15 68.0 76 .9 85.7 35 .4 73.5 ··R ':\ 01..;. - 39.2 56 .4 68.3 
16-18 47.5 51. 9 65 .4 15.1 20.3 32.4 19 .3 27.1 40.5 
Source: Calculated by the author based on: 
1) BPS,1974:77-79 
2) BPS,1983:52-54 
3) BPS ,1986:28-30 
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Table 2.3 
Enrolments and Graduates 
of Primary and Secondary School 
Central Java, 1975-1985 
---==== =====------- ---------------- ------- -- -- - -- - -- - - -- -- - . --- . - -- --------- -- ------ --- ---- - - -- -- -- -- - - . --- - -- -- -- --- -------- -- -- - --- ---- --- - -
Population aged 7-12 Primary graduates Junior secondary graduates Senior secondary graduates 
--------------------------- --------------------------- ---------------------------
Year Total Accommodated in Total Accommodated in junior Total Accommodated in senior Total Accomodated in uni 
pri11ary 7. secondary 7. secondary % versity 7. 
{ 1 ) (2) (3) (4) (5) (6) (7) ( 8) (9) ( 10) ( 11) (12) (13) 
------------ ---- - -- ---- - -- - --- -- ------------------------~-------------------------------------------
1975 2919009 2475443 84 .8 211716 139620 65.9 71430 62927 88 .1 
1976 3165640 2703443 85.4 233556 138180 59 .1 87166 72971 83.7 
1977 3412271 2966128 86.1 247310 168383 66 .1 106576 86534 81.2 
1978-79 3658902 3333295 91.1 275670 174658 63.3 114595 79438 69.3 52801 
1979-80 3905532 3504590 89.7 315081 189971 60 .2 120688 102854 85.2 62343 
1980-81 4152163 3824048 92.1 296838 198011 66.7 123592 89942 72.7 75304 
1981-82 4178020 3893967 · 93 .2 355188 225965 63.6 132958 123579 92 .9 82447 
1982-83 4203876 4014238 95.5 398950 241756 60.6 156091 132537 84.9 74766 
1983-:- 84 4229733 3934513 93.0 429997 260976 60.6 178580 147357 82.5 106347 
1984-85 4255589 3975586 93.4 499448 296511 59.3 213907 158315 74.1 113263 
---------------------------------------------------------------------------------------------------------------------------------------
Source: Calculated by the author. 
(21 Adjusted by using linier interpolation based on data from: 
BPS,1974:79. 
BPS,1983:54. 
BPS,1986:87. 
(31,(5) through {13) from : 
Kantor Statistik Jawa Tengah, 1984 :117-123 . 
Kantor Statistik Jawa Tengah, 1985:154 . 
Kantor Statistik Jawa Tengah, 1986 :87. 
- = data not available 
w 
\0 
decreased. This situation may have been caused by the 
"bottle-neck problem" resulting from the low ratio 
between primary, junior s~condary and senior secondary 
schools at the period between 1975-1985. From 1975 to 
1985 these ratios did not change substantially . . 24.5 
10.9 . . 1 in 1975 and 21. 4 9.7 . . 1 in 1985 ( Kantor 
Statistik Jawa Tengah, 1976:119 and Pemda Jawa Tengah, 
1986:459). 
The limited accommodation capacity of higher level 
education institutions may force graduates who could not 
be accommodated in the further education sector to enter 
the labour force. Table 2. 4 shows that the graduates 
who were not accommodated in the further education 
sector, added to pupils who dropped-out, create an 
increasingly large "potential labour supply". During the 
period 1975-1985, the growth rate of the "potential 
labour force" supply leaving the primary school levels 
was 6.7 per cent per year, while it was 7.9 per cent per 
· year from junior secondary and 11. 6 per cent per year 
from the senior secondary school levels. However, the 
growth rate of the potential labour supply among people 
who have not graduated from primary school decreased by 
0.1 per cent per year. This situation is likely to create 
employment problems among educated people ( see Chapter 
3 ) • 
2.3.3 The progression rate. 
According to the Markovian model (cited in 
Sirageldin and Li, 1982:9), there are three components to 
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the measure of schooling progress: 
repeater rate, and drop-out rate. 
quantitative measurements of the 
the progression rate, 
These components are 
efficiency of the 
schooling process. The progression rate is a measurement 
of the proportion of pupils who are promoted into the . 
higher grade, while the repeater rate is a measurement of 
the proportion of pupils who are disqualified in the 
promotion process and repeat the lessons in the same 
grade. The drop-out rate is 
proportion of pupils who 
corresponding grade. 
a measurement 
leave school 
of 
at 
the 
the 
There are positive and negative factors that affect 
progression through the schooling process. One of the 
positive factors affecting pupil progression is the 
occurrence of greater aspirations among parents towards 
schooling. In Central Java, decreasing marginal 
productivity in agriculture caused by a decreasing man-
land ratio is likely to influence parents to invest their 
money in schooling by sending their children . to schools 
to attain the highest possible levels of education. The 
increasing quality of children resulting from education 
may be expected by parents to be a form of social 
security in their old age. Therefore parents encourage 
children to continue their education. Employment 
opportunities in "modern" sectors such as the industry 
and services sectors and the income disparity between the 
agricultural and those "modern" sectors is likely to 
create higher expectation of schooling. Educational 
decision making, according to human capital theory, 
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Table 2. 4 
The Potential Labour Supply 
from Several School Levels 
Central Java, 1975-1984 
---------------------------------------------------------------
---------------------------------------------------------------
Year 
(1) 
1975 
19i6 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
Less than 
primary Primary 
school school 
(2) (3) 
283,565 96,646 
288,505 125,943 
281, 713 111,442 
248,741 137 ,127 
279,383 164,547 
239,103 136,414 
252,923 168, 149 
241 ,979 201,136 
274 I 963 217,304 
272,838 208,412 
Junior 
secon-
dary 
(4) 
53,166 
37,964 
56,880 
53)10 
43,787 
58,226 
82,293 
senior 
secondary 
(5) 
31 ,680 
37,405 
45,182 
49,468 
44,859 
63,808 
67,957 
---------------------------------------------------------------
Growth 
rate -0 .1 6:7 7.9 11. 6 
per yeart 
Source : Calculated by the author 
(2i from Appendix 2. lC column (7) 
(3} from Appendix 2.lE column (7) 
(4} from Appendix 2.!G column (7) 
(5) represent only graduates who are not 
accommodated in tertiary education, under 
assumption that tertiary education accommodates 
60h of the secondary graduates {see Appendix 2.1A column (12 ). 
Note: 1 calculated by using simple regression. 
- = data not available. 
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depends largely on expectations of better life time 
income (Becker, 1967:40). Better salaries among educated 
people in Central Java may also have a positive effect on 
parents' aspirations regarding schooling. The reason to 
educate children, according to Bruner (1970:19), is 
that " by some schooling, their children will not be 
deceived". 
Other factors, such as government policy regarding 
minimum age of marriage (Republik Indonesia, 1975:9), may 
help children stay in schooling longer rather than permit 
them to leave school to get married. The expansion of 
further education in Central Java may stimulate pupils to 
continue their education to the highest possible level. 
A Unesco recommendation on "automatic promotion" ( Bee by, 
1982:189) as a means to avoid the "bottle-neck problem" 
in countries like Indonesia, has probably increased the 
promotion rate by encouraging "soft prerequisites" in the 
promotion process. This later policy may help to explain 
the high promotion rate at the secondary level(see Table 
2.5) 
On the other hand, there are also negative factors 
that affect high drop-out rates and low attainment. 
School attainment is usually described as a function of 
age. The cost of schooling and the probability of 
marriage or entering the labour force increases as age 
increases. Chernichosky and Meesook (1985:20) found this 
correlation of age with the cost of education is more 
powerful when the increase in age is accompanied by an 
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Table 2.5 
The Drop-out , Repeated and 
0 ... .-,l'!"t;:o..-, ~:;~ ... Q Of ul'r-i 1 ,- 1· r !. l 1-·~\,J -~-.J. H~ \..~'-. · J.. [" i.i!'"'.L....LC- li 
Primarv and Secondary School 
Ce~tral Java, 19~1 
---------------------------------------------------------------
---------------------------------------------------------------
Level of Drop 
education out Repeater Promoted Total 
(i) ( 7.) ( % } (~) 
---------------------------------------------------------------
Primary 
School 
Grade 
1 3.5 12.3 84.2 100 
2 6.1 11.4 82.5 100 
3 11.2 9.7 79.1 100 
4 14.0 7.2 78.8 100 
5 13.4 6.7 79.9 100 
6 7.2 5.1 87.7 100 
Junior 
Secondary 
Grade 
1 8.3 3.8 87.9 100 
2 7.9 3.3 88.8 100 
3 7.6 2.7 89.7 100 
Senior 
Secondary 
Grade 
1 8.1 4.1 87.8 100 
...  8.0 ? 7 89.3 100 L, 
'"'' I 
3 7.4 2.5 90.1 100 
---------------------------------------------------------------
Source:Kantor Perwakilan PDK Jawa Tengah,1982:14. 
.... 
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increase in the level of education, especially for 
female. Parallel to these findings, was research done by 
Proyek Penilaian Nasional Pendidikan (cited in Eeeby, 
1982:174), while Daroesman (1972:32) found that the 
major reason given for children being out of school was 
limited funds. In Central Java, the reasons for children 
having left schooling were having no funds ( one third ) 
lacking in academic performance (16 per cent), had 
sufficient school ( 13 per cent), school too far away (2 
per cent) and several other reasons which are not 
identified separately (37 per cent) (BPS cited in 
Chernichosky and Meesook, 1985:16). Daroesman(cited in 
Beeby, 1982:70) also mentioned that school fees increased 
by 50 per cent per annum in the early 1970s. 
High drop-out rates may also be caused by the 
impression that educated unemployed people give to 
parents and pupils that schooling does not guarantee a 
secure future. This situation may influence pupils to 
leave school if any job comes along. In rural areas, the 
harvesting season provides job opportunities and pupils 
are pulled out of school temporarily. But when the pupils 
come back to attend school, they find themselves far 
behind in their studies. This is likely to be one of the 
reasons for pupils leaving school. 
The drop-out rate is high in primary school and is 
similar in junior secondary and in senior secondary 
school (see Table 2.5). A special study done by Santoso 
in 1971 found that 78. 8 per cent of drop-outs in rural 
4 5 
l 'f 
" 
j 
It 
areas were caused by poverty and lack of educational 
knowledge of parents, 9.2 per cent by early marriage and 
12 per cent by deficiencies in the teaching methods 
(cited in Mashuri, 1972:16). From personal observation 
and consistent with Santoso's study. absenteeism in rural 
areas is related to the socio-economic condition of 
parents. Most children are involved in household work 
such as harvesting, taking care of their younger brothers 
or sisters or assisting their parents' work. Table 2. 6 
shows the proportion of pupils, especially in rural areas 
involved in a range of several activities. 
The pattern for repeaters is also quite clear. The 
repeater ratio decreases as the grade increases. This 
indicates that the higher the age of pupils, the higher 
the probability of leaving school if the pupils are not 
promoted into a higher grade. If pupils find themselves 
being far behind in their studies, they are generally too 
ashamed to repeat the grade and recognize that their age 
is a good enough reason for them to enter the labour 
force. 
Although the drop-out rate was still high in 1980, 
the graduate ratio rose between 1974 and 1985 (see Table 
2.7). Central Java has therefore witnessed an improvement 
in educational attainment. The drop-out rate decreased 
during the period 1974-1985, while the repeater rate may 
also have decreased during this period. The proportion of 
people graduating from primary, junior secondary, senior 
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Table 2.6 
Perce~tage Distr ibution of School Age 
Population by Age , sex and Type of Activit ies 
Central Java, 1980 
------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------
Schooling 
Status and 
Activities 
Attending 
school 
Not 
attending 
school 
Working' 
Part-time work 0 
Looking for work 
House keeping 
Total 
N 
Working" 
Part-time work't 
Looking for work 
House keeping 
Hales 
Age{yearsJ 
10-12 13-15 
1. 7 l. 8 
94.7 95.9 
0.4 0.4 
3 .1 1. 9 
100.0 100 .0 
2765 2598 
5.7 8.8 
55.9 56.2 
• 4 'i ll .... 14. 9 
") ""! •") 20.1 !.. i . !. 
16-18 
3.5 
92.4 
0.9 
3.3 
100.0 
1246 
13.7 
48 .9 
20 .1 
17 .3 
Females 
Age {years } 
10-12 13-15 16-18 
1. 7 1. 8 
88.3 87 .7 
0.6 0.8 
9.4 9.8 
100.0 100 .0 
1564 1281 
2.8 3.8 
26.8 29.1 
5.3 6.1 
65.1 61. 0 
1. i 
76.9 
0.9 
21. 1 
100. 0 
456 
3.6 
21. S 
/, 3 
.., . 
,n ·") 
I · ... ,i.. 
---------------------------------------------------------------
Total 
N 
100.0 
3462 
100.0 100 .0 
4722 3885 
Source: From 5% of The 1980 Indonesian Population Census Tape. 
Note : t = working at least one day during previous week. 
u = working at least one hour during previous week. 
100.0 100.0 100 .0 
3380 7540 14155 
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Table 2.7 
Graduate Rate by 
Level of Education 
Central Java , 1974-1985 
========~=============================================================== 
Level of 
education 
( 1) 
Primary school 
Graduates 1 l 
Children at age 13 2) 
Graduate rate (1.) 3) 
= 1) : 2) 
Junior secondary 
Graduates 1) 
Children at age 13 2) 
Graduate rate (7.) 3) 
= 1) : 2) 
Senior secondary 
Graduates 1) 
Children at age 13 2) 
Graduate rate (7.) 3) 
= 1) : 2) 
Source: Calculated by the author: 
1974 
(2) 
206168 
533694 
38.6 
59920 
456570 
13.1 
34864 
370445 
9.4 
Y e a r 
1980 
(3) 
296838 
572953 
51.8 
123592 
518277 
23.8 
75304 
509532 
14 .7 
1985 
( 4) 
499448 
672818 
74.2 
213907 
542854 
39.4 
113263 
572541 
19 .8 
(1) The Republic of Indonesia, 1977: x.67. 
{ 2) and ( 3) calculated from 1) graduates, from Table 2. 3 column ( 5) , t 8 i and ( 11 l . 
2) children at age 13,16 and 19 from 
BPS,1983:54; BPS,1986:table 07.3. 
Note: Graduate rate is defined as the share of graduates within the 
graduates age population. 
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secondary schools and tertiary education 
over time (see Table 2.8) 
2.4 Sununary. 
Ministry of Education has 
has increased 
achieved the The 
authority to centralize educational institutions in 
Indonesia. The Indonesian school system tends to be more 
secular. However, the political and religious factions 
are still a major problem in modernizing education in 
Indonesia. 
In Central Java, during the period 1971 to 1985, 
there was an improvement in educational performance, 
especially in rural areas. Improvement in enrolment rates 
may have a correlation with several factors: 
1) the government's commitment to village modernization 
programs and providing more educational facilities and 
regulations on minimum age of marriage. 
2) better aspirations among people towards schooling that 
may be caused by better salaries for non-agricultural 
workers and limited agricultural prospects in the area. 
In Central Java, after age 11, as age increases, the 
enrolment rate decreases. This may be caused by several 
factors: as age and level of education increase, the cost 
of schooling and probability of marriage or entering the 
labour force 
particularly 
discrimination 
also increase. 
in traditional 
toward female 
Religious practices, 
Moslem 
and the 
society, 
existence 
sex 
of 
problems of unemployment among educated people in the 
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Table 2.8 
Percentage Distribution 
of Population Aged 10 Years and Over 
by Educational Attainment 
Central Java, 1971, 1980 and 1985 
-----------------------------------------------------------------=-========----------===== 
Educational 
attainment 
( 1) 
Never or not yet 
finished primary school 
Primary school 
Junior secondary 
Senior secondary 
College/university 
1971 
( 2) 
72 .9 
19.6 
4.8 
2.4 
0.3 
Hales 
1980 
(3) 
58.2 
27.7 
7.9 
5.6 
n .· 
tJ IV 
1985 
( 4) 
,..., . 
JJ.b 
29.6 
9.3 
6.6 
r, q 
: } I ,I' 
Total 100.0 100.0 100.0 
N 7231378 8929979 9898774 
Source: Calculated by the author. 
Note: {2) and (5): BPS,1973: 63,66. 
(3} and (6}: BPS ,1983 : 129, 130. 
(4) and (7) : BPS,1986: Table 19.1 , 19 .2 . 
1971 
(5) 
86.1 
10.5 
2.4 
0.9 
0,1 
Females 
1980 
(6) 
64.9 
zc; . v,4 
~ Q 
,J. ~ 
3.6 
0.2 
1985 
(7) 
63.S 
26.4 
5.9 
3.9 
0.3 
100.0 100. 0 100.0 
7799440 9462440 10330486 
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area may also become factors which impede enrolment 
rates, especially enrolment of females . Limited capacity 
of higher level education institutions to accommodate 
applicants is 
entering the 
schooling. 
also 
labour 
considered to be a cause of pupils 
The 
secondary schools 
force 
number of 
who are 
instead of continuing their 
graduates from primary and 
not accommodated in higher 
level education institutions has increased over time. 
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C H A P T E R 3 
ABSORPTION OF EDUCATED LABOUR 
IN THE WORKFORCE 
3.1 Introduction. 
It may be easy to increase the out-put of schools, 
but it is far more difficult to expand employment 
opportunities (Foster in Anderson and Bowman, 1966:150). 
Chapter 2 shows that Central Java has increased the 
educational attainment of the labour force. However, 
putting trained labour into suitable work is a major 
problem in Central Java. Usually, the capacity to absorb 
trained labour increases steadily as the subsistence 
sector (agriculture) diminishes (Lewis in Beeby, 
1969:76). 
Indeed, in Central Java, during the period 1976-
1985, regional income in the "modern sector" I such as 
the manufacturing, trade and services industries have 
increased markedly, while the subsistence sector 
(agriculture) diminished. However, these change have not 
opened up substantial employment opportunities. A low 
rate of increase in employment is also associated with 
low levels of skills, because low levels of skill induce 
employers to · install expensive machinery as a substitute 
for skill ( Lewis in Beeby, 1969: 79). However, the new 
generation of educated people who usually have high 
aspirations relating to job preference, generally face a 
discrepancy between employment and their expectations, 
because of the increasing number of educated people 
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( Keyfitz, 
general, 
1986:19). Keyfitz also mentioned that in 
the Indonesian data on unemployment are 
underestimated and inaccurate ( Keyfitz, 1986:18). 
This chapter will explain four factors that cause 
unemployment among educated people in Central Java. Those 
factors are the lack of labour absorption of the economy 
(Harbison, 1967:29), the "push-down effect" of education 
on occupations in industry ( Keyfi tz, 1986: 18), the lack 
of quality compared with quantity of labour (Blaug, 
1973:10-20) and the lack of information about the labour 
market (Leibenstein in Anderson and Bowman, 1966:54). 
Other factors such as job expectation, job seekers 
characteristic and the family characteristic of the job 
seekers will also be explained as complements. 
3.2 The economic structure and labour absorption. 
This section explains the political aspects of 
economic decisions, the implications of this for 
employment opportunities and the implications for the 
sectoral employment pattern. 
3.2.1. The political choice: economic growth to 
create employment opportunities. 
Since 1969, "The New Order Government" under 
President Suharto has chosen economic growth as a way of 
creating employment opportunities. Development efforts 
started with the assistance of foreign aid and joint 
venture projects in the "modern sectors" such as 
manufacturing, mining and trade sector. The government 
53 
probably assumed that "the national cake" would be 
distributed through "trickle down mechanisms", as a 
result of high income growth in the modern secto~s , which 
would create job opportunities, absorb labour from the 
subsistence sector (agriculture) and, as a consequence _ 
improve income. The problem with this assumption is that 
employment fields do not automatically open up by 
increasing capital investment or even by increasing the 
marginal productivity of the modern sector. 
The government has assumed that income distribution 
and full employment will be gained in three stages as a 
result of economic growth in the modern sectors. The 
government's assumption is similar to the Ranis and Fei's 
theory about the stages of economic growth (Juoro, 
1985: 10). In the first stage, according to this theory, 
there is still a surplus of labour which results in zero 
marginal productivity (subsistence) in the agricultural 
sector, because of the limited expansion of the modern 
sector into the agricultural sector. In the second stage, 
because of increased economic growth in the modern 
sector, open unemployment will no longer exist, but 
disguised unemployment still persist in the agricultural 
sector. In the third stage, because of the expansion of 
the market economy into the agricultural sector, the 
subsistence economy in the agricultural sector will 
disappear and marginal productivity in the agricultural 
sector will exceed the "traditional" wage level and bring 
about higher wages for workers in this sector. At this 
stage, disguised unemployment will disappear, and 
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therefore, the economy will experience self-sustained 
growth. This stage is called " the take-off period", or, 
in the political jargon in Indonesia "tahap tinggal 
landas". 
3.2.2 High economic growth with shortages of job 
opportunities. 
Although the government's goal of economic growth is 
realistic, shortages of job opportunities have occurred 
throughout Java, especially in rural areas. Indeed, in 
the period 1970-1982, Java experienced rapid economic 
growth, of around 9 per cent per year in Central Java 
( Kantor Statistik Jawa Tengah, 1983: 139). However, the 
consequencies of high economic growth has no substantial 
effect on the creation of employment opportunities. 
White (1978:8) concluded from 22 pieces of researchs in 
Java undertaken between 1972 and 1978 that the effect of 
new biological and chemical technologies and new 
technologies in cultivating, 
have actually 
weeding, 
increased 
harvesting and 
the processing 
distribution of income and reduced 
unequal 
employment 
farmers have opportunities for labourers. Large scale 
benefited not only from new biological, chemical and 
agricultural technologies, but also from the · government's 
subsidies to rural areas. Capital accumulation towards 
rural elites encourages the elites to install capital 
intensive machineries which result in declining 
agricultural wages, a decline in the production of labour 
intensive handicrafts, declining home-industries and 
increasing landlessness. If White's conclusion is true, 
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Central Java, 88 per cent of whose population live in 
rural areas while 54 per cent are engaged in agriculture 
(BPS, 1983:132), has suffered serious employment 
problems. The growth of employment has been very small 
( 1. 6 per cent per year), compared with economic growth _ 
which was 8 .1 per cent per year between 1976-1985 ( see 
Table 3.1). According to Harbison, in most countries the 
growth of total employment will be half the rate of 
economic growth (cited by Rado and Jolly, 1970: 59). Low 
employment growth in the high income growth indicates 
that capital intensive industries have been introduced 
into the production process in Central Java. 
3.2.3 Sectoral labour absorption. 
Employment in agriculture, in Central Java, is a 
crucial problem, because, although more than 50 per cent 
of employed people are engaged in this sector, the income 
share of this sector was only 30 per cent in 1985 ( see 
Table 3 .1). While income in this sector grew by 5. 5 per 
cent, employment decreased by 
1976-1985. during 
that in 
not by 
the period 
agriculture, economic 
growing employment, 
0.1 per cent per year 
This situation indicates 
growth has been followed 
but by a reduction in 
employment. This situation is caused by changes in rural 
employment patterns (White, 1978:9). The relative shift 
of the rural labour force out of agriculture means either 
that an increasing proportion of rural people are not 
working in agriculture at all or that agricultural 
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Table 3 . 1 
Estimates of Sectoral 
Labour Absorption Coefficients 
Central Java. 1976-1985 
•••••=•=== ==========z=================a============~=============•====================================== 
~ct ors 
(1) 
GRDP (million Rp) 
1976 
(2) 
1985 
(3) 
1976 
( 4) 
Employment 
1985 
( 5) 
Annual 
growth 
GR.DP Employ 
=gy =gn 
(6) (7) 
--------------------------------------------------------------------------------------------------------
Jricul ture 527426.1 863622.2 
ining & quarrying 6231.1 9911.4 
anufacturing 111521 . 6 242698.6 
Lee t . , gas & water 2839.9 10430.8 
Jnstruction 41638.6 165419.5 
cade , restr hotel 257780 . 8 614913.9 
cansp . & communic. 43253.8 121932.2 
inance,insurance. 50897 . 6 115213.7 
:,mmun . & soc.serv. 182891. 3 400826.9 
Total 1224480.8 2544969.2 
Jurce: Calculated by the author. 
(2) and (3) at 1975 constant price. 
(2) Kantor Statistik Jawa Tengah ,1979:113. 
(3) Kantor Statistik Jawa Tengah ,1986:102. 
(4) BPS,1977:114. 
(5) BPS,1986:86. 
5816584 
19816 
1256074 
6146 
153002 
1340416 
227808 
18082 
959632 
9797560 
(6) 2 r = (ln Pt - ln Po) : t 2 (ln 863622.17 - ln 527426.05) 
(7) the procedure is the same as in (6) 
(8 ) g :: gn : gy 
GRDP = Gross Regional Domestic Product. 
EmQJ.oy: employment. 
5778432 5.5 -0.1 
50820 5.1 10.5 
1394799 8.6 1.2 
6424 16 . 4 0 . 5 
434427 15.3 11. 6 
1900593 9.6 3 . 9 
344593 11.1 4.6 
33094 9 . 4 6.7 
1404608 8.7 4.2 
11347795 8 . 1 1. 6 
9 X 100 2 5.47 
57 
workers are spending relatively less time in agriculture 
and more time in other activities. 
The problem is to assess whether agricultural labour 
is being attracted or pulled out of agriculture by better 
opportunities (wages) in the non-agricultural sector or 
whether agricultural labour is being pushed or forced 
out of agriculture by deteriorating opportunities in the 
agricultural sector. White and Sinaga (1978:17) and 
Makali and White (1978:12) found that in Central Java the 
shift of labour out of agriculture is caused by push 
factors rather than pull factors. 
There are a number of push factors causing reduction 
in employment in agriculture: decreasing man-land ratio 
(Constantino and Mazumder, 1985:152), changes in 
agricultural technology (Sinaga, 1973:3), changes in 
organization of agricultural work (Collier, 1974:14) and 
marginalisation of wages and concentration of capital 
toward rural elites (White and Sinaga, 1978:18). 
The deteriorating conditions for agricultural 
employment in rural areas have also had a negative effect 
on the rural trade sector. The role of traditional 
"pasar" (markets) has declined, not only in moving rural 
produce from the villages to towns, but also in the 
delivery of consumer goods to the rural population 
(Anderson, 1978:37). The increasing mobility to urban 
areas of labour in the informal sectors (Hugo, 1975:79) 
has occurred to enable workers to take advantage of 
higher urban incomes (Papanek, 1975:17). However, 
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according to most authors urbanization in Java is the 
result of push rather than pull factors and has led to 
the creation of the pool of young unemployed in urban 
areas in Java (see also Montgomery, 1975:232). 
The shift of labour from agriculture has been 
mainly towards the service and trade sectors ( see Table 
3.1). Although the growth of employment in these sectors 
is small ( 3. 9 per cent for trade and 4. 2 per cent for 
service per year), the number of additional employment 
per year in these sectors is meaningful. The overall 
growth of employment from 1976 to 1985 was 159,700 people 
per year. The trade sector contributed 33 per cent or 
52,000 per year, while the service sector contributed 25 
per cent or 40, 500 per year. These two sectors sector 
contributed 21 per cent in 1976 and 24 per cent in 1985 
to the regional income. Income growth in each sector was 
9.6 per cent (trade) and 8.7 per cent (service) per year. 
This employment growth shows the "normal" 1 abour 
absorption coefficient: 0. 4 per cent employment growth 
(trade) and 0.5 per cent employment growth (service) per 
one per cent income growth. 
The other sectors, which include mining, 
manufacturing, utilities, construction, transportation 
and communications and finance and insurance industries, 
contributed only about 45 per cent altogether to the 
total employment in 1985. The low employment growth in 
these industries the result in particular 1 weaknesses in 
the labour absorption coefficient of the relatively large 
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sector, manufacturing, which employed 12 per cent of the 
labour force. The labour absorption coefficient of this 
sector was only O. 13 per cent employment growth per one 
per cent income growth. 
The Central Java government expects the 
manufacturing sector to be the back-bone of the economy 
in the future (BPS, 1984:457). Indeed, this sector does 
have high income growth, at 8.6 per cent per year. 
However, there is high elasticity of substitution between 
capital and labour, and because this sector is strongly 
affected by technical progress, there is a bias toward 
capital intensive (Constantino and Mazumder, 1985:148; 
Suardi et.al., 1973:108-110).In Central Java, several 
manufacturing industries with large investments, such as 
the textile, cigarette, printing and roof-tile industries 
are labour intensive, but improvements in modern 
technology have decreased the labour requirements of 
those activities (Departemen Perindustrian Propinsi Jawa 
Tengah, 1979:22). 
The most capital intensive sector in Central Java is 
the utilities (electricity, gas and water) sector. This 
sector also has the highest income growth, of 16. 4 per 
cent per year, while the labour absorption coefficient is 
the lowest, 0.03 per cent. If demand increases, this 
" 
sector can meet the demand by adding lengths of pipe or 
wire without additional permanent labour. 
Employment growth in the mining sector may be caused 
by substantial employment growth in the quarrying 
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industry, which normally precedes activities in the 
construction sector in the area. During the third five-
year development plan ( 1977-1983), the Central Javan 
government built several dams that were expected to 
irrigate 254,000 hectares, and rehabilitated around 1,000 . 
kilometres of roads ( LSP, 1979: 132-133). However, there 
is no evidence of wages increasing at the same rate as 
out-put. This indicates that the workers employed in 
these industries were seasonal, only temporarily out of 
agriculture (Constantino and Mazumder, 1985:147). 
Employment opportunities for seasonal workers in the 
construction and quarrying industries are likely to be 
reduced when short-term projects have finished. 
3.3 Educational characteristics of labour force in 
various industries. 
3.3.1 Educational characteristics of the labour by 
sector. 
In Central Java, in 1980, the labour force, 
consisting of ten million people, was still dominated by 
people with only less than completed primary level 
education 72.5 per cent of the total labour force were 
in this category, while 18.9 per cent had only completed 
primary education, 3.9 per cent had only completed 
junior secondary school, 4.1 per cent had only completed 
senior secondary school, and only 0.5 per cent had 
completed tertiary education (BPS, 1983:131). 
Employment sectors requiring strong physical work, 
such as agriculture and manufacturing absorb more people 
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with low levels of education while sectors needing more 
intellectual activity, such as the finance and services 
sectors, absorb more people with high levels of education 
( Anderson, 1967:31). 
In Central Java, as shown in Table 3.2, the 
percentage of workers engaged in agriculture in 1980 
decreased as the level of education increased. The 
percentage of workers engaged in the service sector 
increased as the level of education increased. Nearly 
three out of five workers with primary education or less 
were in agriculture and less than 10 per cent of this 
group worked in services. The opposite was the case for 
the service sector: three out of four university 
graduates worked in the service sector but less than 5 
per cent worked in agriculture. 
3.3.2 Educational characteristics and the "push-
down" effect on occupation. 
The increasing number of people with higher 
educational qualifications reduces job opportunities for 
those with lower qualifications. Therefore, less educated 
people are likely to be forced into lower-skilled 
occupations. This situation is known as "the push-down 
effect "(Keyfitz, 1986:18). Table 3.3 shows that during 
the period 1971-1985, there was a changing pattern of 
occupation among secondary school graduates. In the 
prestigious "white collar" occupations, such as the 
professional, technical, managerial and administrative 
occupations, the proportion who were secondary graduate 
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Table 3.2 
Percentage Distribution of 
Pr1,..'iUla~ inn 1() 'r'.::.:>r-c:. ~nri (h;Pf 
.1.\..r '--- _u '"--"'•- _,_ - -
Who Are Working by Level of 
Completed Education and Industry 
Central Java, 1980 
------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------
Sectors 
Agriculture 
Mining, electricity 
\.later and gas 
Manufacturing 
Construction 
Trade 
Transportation 
Finance 
Services 
All sectors 
Total N(OOO) 
Junior secondary Senior secondary 
Primary ------------------ --------------
school General Vocat General Vocat 
58.3 
0.5 
12.2 
3.4 
14.6 
2.1 
0.2 
8.7 
21.1 
0.8 
12.5 
3.8 
19.5 
7.5 
1. 6 
33 .2 
100.0 100.0 
9073.0 269.4 
20.0 
0.9 
12.4 
7.1 
12.5 
6.2 
1. 5 
100.0 
116. 7 
10.9 
0.9 
11. 4 
3.3 
18.4 
5.0 
3.8 
46 .3 
7.3 
1.0 
6.7 
3.2 
5.6 
2.8 
1. 9 
71. S 
100.0 100.0 
133.2 266 .6 
Source: Calculated by the author from: 
BPS , 1983 : 139 . 
Note: vocat = vocational. 
Academy/ 
Univ. Total 
4.2 
2.1 
6.1 
1.8 
5.7 
1. 7 
3.1 
iC "' 
I .J' j 
54.6 
0.6 
12.0 
3.4 
14.5 
2.3 
0.3 
12.3 
100.0 100.0 
46 .8 9908.6 
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Table 3.3 
Percentage Distribution of Persons 
~ith Secondary Levels of Educational 
Attainment According to Occupational 
Categories, Central Java, 1971 and 1985 
---------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------
Educational Attainment 
Junior Secondary senior Secondary 
Occupational 
Status 
General Vocational General Vocational 
1971 1985 1971 1985 1971 1985 1971 1985 
Professional & 
Technician 
Managerial & 
Administration 
Clerical 
Sales & 
Service Workers 
Farmer & Agric. 
14.8 3.1 
0.2 
10 .7 
26.7 
18.9 
4.7 
22.6 
20.9 
Product. Operators 
2.3 
20 .8 
23.3 
38.8 59 .3 32.9 
Total 
N 
100.0 100.0 100.0 
147464 495484 59081 
Source: Calculated by the author from: 
BPS, 1974:201 
BPS, 1983:101 
7.4 
0.2 
10.3 
23.6 
58.5 
42.1 
3.2 
13.4 
8.8 
32.5 
9.5 
1.4 
28.9 
25.9 
34 .3 
60.7 
4.9 
1 . I") 4 . c.. 
c; ') 
- . .) 
14.9 
46.2 
0 .1 
18.2 
12.2 
23.3 
100.0 100 .0 100.0 100 .0 100.0 
174837 109084 242073 81969 417413 
64 
decreased substantially while the proportion who were 
tertiary graduate increased. It is evident that secondary 
graduates had to move to lower level ( "blue collar") 
occupations, for example 
manufacturing. 
farming, transportation and 
During the period 1971 to 1985, there was an 
increase in "blue collar" employment for junior secondary 
graduates, from 39 per cent (in 1971) to 60 per cent (in 
1985) for graduates of general schools, from 33 per cent 
to 58 per cent for vocational schools, and for senior 
secondary graduates from 32 per cent to 34 per cent for 
general schools and from 15 per cent to 23 per cent for 
vocational schools. Through this process, we can see how 
new graduates face decreasing levels of occupations as 
their number increase. We can also see, through this 
process, how the general educational level of the labour 
force is increased. 
3.4 Educated labour force and unemployment. 
There appear to be four causes of unemployment among 
educated people in Central Java: the weaknesses of labour 
absorption of the economy, over supply of educated 
labour, structural wage bias and lack of information 
about the labour market. These four causes however have 
also the relationship with other causes as mentioned in 
the previous pages in this chapter. 
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3.4.1 The weaknesses of labour absorption of the 
economy. 
Central Java suffers from weaknesses in the capacity 
of its economy to absorb educated labour from secondary 
schools. According to Harbison, the growth rate of total . 
employment in most countries, is about half the growth 
rate of total income. The growth rate of demand for very 
highly skilled manpower is generally double the growth 
rate of total income, and the growth rate of middle-level 
skilled manpower is about three times the growth rate of 
total income (United Nations, 1971:49). Table 3.4 shows 
how the economy finds it difficult to absorb educated 
labour. Total employment growth between 1980 and 1985 was 
only 2.6 per cent per year. If we use Harbison's 
assumption about the relationship between employment 
growth and income growth, the expected employment growth 
should have been 3. 5 per cent per year, because the 
total income growth in Central Java in this period was 
7.1 per cent per year. The employment growth of unskilled 
and semi-skilled manpower was very low, but the 
employment growth of very highly skilled man power 
according to Harbison's assumption, was 16.3 per cent as 
opposed to the expected 14.0 per cent. This table 
indicates that secondary school graduates, categorized as 
middle-level skilled manpower, are the group which most 
suffers from weaknesses of labour absorption of the 
economy in Central Java. This situation may help to 
explain why unemployment is highest in this group. 
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Table 3.4 
Dispari t'y Betw£-en 
Actual and Expected 
Employment Growth 
Central Java, 1980-1985 
---------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------
The ex- Disparity 
Annual Harbison pected between the 
employ- coefficient employ- expected-
Employment Annual ment on employ- ment the actual 
Level of 
-----------
growth growth ment growth growth 
education 1980 1985 7. (5)= 7. (7) : (8}= 
( 1) (2) ( 3) ( 4) (2)X(4) (6) (2)X(6) (7) - (5) 
Primary 
and below 9124328 9915131 1.6 151678 residual 175670 -23992 
Secondary 
school 792636 1329807 10.3 82038 21. 0 166453 -84415 
Tertiary 
education 47341 106725 16.3 7693 14.0 6627 +1066 
Tot.al 2.5 259779 .348751 ·"' '"'""''"l '.U~ : -. "J :·- ' ; ·.J -88972 
---~-----------------------------------------------------------------------------------------------
Source: Calculated by the author. 
(2i BPS,1983:131. 
(J)BPS,1986:table 19.2. 
(4) r = {ln Pt - ln Po) : t = 
[ (ln 9915131 - ln 9124328 ) : 5 1 x 100 = 1. 66 
Note: According to Harbison (United Nations,1971:49), the total 
employment growth is half of the total income growth 
The growth of the highly skilled manpower (tertiary education) 
is double the total income growth and the growth of the middle 
skilled manpower (secondary education) is three times the income growth. 
During the period 1980-1985, the income growth in Central Java 
was 7 percent per year {Kantor Statistik Jawa Tengah, 1986:273). 
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3.4.2 Over supply of labour. 
High growth rate of labour supply is another fac t or 
which may cause unemployment ( Organisation fo Economic 
Co-operation and Development, 1980:8). During 1971-1980 , 
the overall population growth rate was 1.6 per cent per 
year, while the growth rate of the labour force was 2.5 
per cent per year. The growth rate of the female labour 
force was 2. 9 per cent, while the growth rate of male 
labour force was 2.2 per cent per year (BPS, 
1984:455,471). 
measured as 
The 
the 
labour 
ratio 
force participation 
of the percentage 
rate is 
of the 
population aged 10 years and over who were economically 
active to the total population aged 10 years and over. 
People who are "economically active" are 
those who are working or temporarily working. 
Java, the proportion of the population 
defined as 
In Central 
who were 
economically active increased from 53.9 per cent in 1971 
to 54.9 per cent in 1980. The labour force participation 
rate of males decreased slightly from 72 .1 per cent to 
71.1 per cent, so the increasing labour force 
participation rate was caused by the increase in labour 
participation among women (see Table 3.5). This increase 
was probably due to improvements in female education. It 
may also be due to the effect of the 1980 question 
schedule which tends to raise the coverage of "household-
worker" among female (Jones in McDonald, 1983:373). 
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Table 3.5 
Labour Force Participation Rate 
by Level of Education and Sex 
Central Java , 1971 and 1980 
7. 
------------------------------------------------------------------------
------------------------------------------------------------------------
Level of 
education 
( 1) 
None 
Not finished 
primary school 
Primary 
school 
General Junrnr-
secondary 
Vocational junior 
~.:01'('1na' .•. ry \J\.,vv ... a. 
General senior 
secondary 
Vocational senior 
secondary 
Academy/uni-
versity 
T o t a 1 
1971 
(2) 
83.1 
63.9 
74.9 
54.3 
36.2 
88.2 
73.6 
78 .8 
72. 1 
Hales 
1980 
( 3) 
84 .1 
65.9 
71. 9 
52 .8 
71. 5 
69.1 
84.7 
89.3 
71.1 
1971 
(4) 
44.1 
31. 7 
33.8 
25.7 
20.i 
57.8 
60.6 
61.6 
39.2 
Females 
1980 
(5) 
47.1 
34.7 
34.4 
21. 5 
34.1 
35.4 
64.8 
66.7 
39. 7 
Source: Calculated by the author 
(2),(4),(6) BPS ,1974:63,66 and 69. 
{3),(5),{7) BPS,1983:129,130 and 131. 
Both Sexes 
1971 
{ 6) 
56 .1 
1 9 ·1 ~ ·-
59.1 
42.4 
30.7 
62.1 
67 .3 
68.1 
53 .9 
1980 
( 7) 
58.7 
CI '1 
..!.J. • .J 
56.3 
41. 3 
57.7 
78 .1 
83.5 
54.9 
69 
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Usually, improvements in women's education have a 
positive correlation with labour force participation 
(Standing, 1981:141). Of course, the expansion of the 
particular level of education will reduce the labour 
force participation of people who are actually in the 
schooling age groups (Standing, 1981:139). The decrease 
in male participation in the labour force may be caused 
by a decrease in the participation rate for those in the 
ages from 10 to 19 years, because an increasing 
proportion of the graduates of the primary schools and 
general secondary schools are continuing their schooling 
(see Table 2.2). During 1971-1980 in Central Java, there 
was an expansion of secondary and tertiary education 
facilities, giving rise to wider opportunities for 
primary and general secondary graduates to continue their 
education instead of entering the labour force. Because 
of changes in educational policies since 1975 which 
narrowed the number of vocational schools at both junior 
and senior levels, the graduates from these schools were 
likely to be forced into the labour market. Therefore, 
there was an increase in labour force participation among 
vocational school graduates (see Table 3.5). 
Because of the limited capacity of the higher 
education system to accommodate students, many people 
who graduate from particular levels of education are 
unable to further their education and are forced to enter 
the labour market. These people, in addition to pupils 
who droppedout and people aged 10 years and over who 
never attended school are regarded as "the potential 
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labour force". The growth rate of the potential labour 
force during the period 1975-1985 was 8.5 per cent 
( primary school level), 7. 3 per cent (junior secondary 
school level) and 11.6 per cent (senior secondary school 
level) per year, while the growth rate of the potential _ 
labour force from the group without primary education was 
decreasing by O. 1 per cent per year ( see Table 2. 4) . 
People in the potential labour force are eventually 
absorbed into work, but these groups are constantly being 
replaced by fresh cohorts of new schools leavers (Clark, 
1983:44). This mechanism may help to explain why the 
pattern of unemployment is similar to the growth of the 
potential labour force (see Figure 3.1). 
3.4.3 The structural wage bias. 
Discrepancies between job 
opportunities is another cause 
1973:8). In Indonesia overall, 
of 
as 
preference 
unemployment 
well as in 
and job 
(Blaug, 
Central 
Java, working in public sector is prefered, because, 
apart from the possibility for career advancement, access 
to pension funds and heal th care, and social prestige 
( see Chapter 1), the public sector is also superior in 
terms of salary (Sundrum, 1974:82-105 and Supas cited in 
MEC, 1986:178). In Central Java, job preference for the 
public sector is shown in the flood of applicants 
compared to the small number of job vacancies offered. In 
1985, the Central Javan government advertised 3008 job 
vacancies for graduates of several educational levels of 
occupations in the public sector and 224,578 applicants 
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Figure 3.1 Labour Growth 
' 
Unemployment 
uwel, Centr-al Java 1980 and 1985 
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Source: Calculated by the author . 
[ZZJ(l) Labo!.Jr ,~rowth (197.S -1'3t:.o see T.~ble 2.4 
5::SJ<.2) L.jbour gro':.<th 1971-19t:.S from Appendi~: 4.2. 
Wa2 (:3) Unemployment le·;~ 1 l '380 from BPS, l '3f:3: l .5l . 
~U) Unemployment. le'fel 19£'.5 fro~ BF'S,19%: h.ble 10 ·~t .... · . ~ . 
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were received, a ratio of job vacancy to applicants of 1 
7 4. The ratio of job vacancy to applicants for job 
demanding primary school completion was 1 . . 76 ( 579 
44,193), while for the junior secondary level, it was 1 : 
367 (106 : 38,979) For the senior secondary level it was 
1 . . 85 (1,491: 127, 500) and for the tertiary level the 
ratio was 1 . . 20 ( 695 13,906) ( Depnaker Prop. Jawa 
Tengah, cited in Kantor Statistik Jawa Tengah, 1986:102). 
The role of financial support from families is also 
very important. Applicants who have only limited 
financial support from their families are likely to be 
forced by their lack of resources to enter lower level 
occupations rather than remain unemployed for extended 
periods, but applicants with good financial support are 
likely to 
acceptable 
extend the period of 
extending 
searching for an 
job, thereby their 
unemployment. 
relatively 
General secondary graduates 
more affluent families than 
period of 
come from 
vocational 
secondary graduates ( Chernichosky and Meesook, 1985: 23-
24). The strong level of financial support for general 
secondary graduates may explain the high unemployment 
rate among them as a group. 
3.4.4 Educational policy: quantity versus 
quality. 
In general, priority of government policy for 
education is "quantity first, quality later" which 
results in educated people often having only moderate 
skills. Possession of inadequate skills is one of the 
73 
• 
--
causes 
skills 
of unemployment ( Blaug, 
among educated people 
1973:8-15 ) . 
may be 
Inadequate 
caused by 
inappropriate programs in schools or vocational programs 
not addressing the real needs for certain skills. In 
Indonesia, vocational schools and technical education are . 
seen by parents as a good investment, because they 
provide a faster track to employment than general schools 
and liberal arts education ( Bee by, 1982: 173). However, 
the government cannot 
vocational schools and 
meet this demand, 
technical education 
because 
are more 
expensive than general schools and liberal arts education 
( MEC, 1986: 146, 149, 151, 198). Provision of more 
general education than vocational education means the 
achievement of more graduates for a lower cost. This 
policy of "quantity before quality" is also justify by 
the greater degree of employment flexibility for general 
school graduates. 
During 1975-1985, the government of Central Java 
changed several vocational schools into general schools, 
as a result of the central government policy for 
preference for general schools (Beeby, 1982:227-231). As 
shown in Table 3.6, in Central Java, one of the effects 
of this policy was a reduction in the number of 
vocational junior secondary schools by 28 schools per 
year over the period 1975-1984. The number of senior 
vocational schools during the period 1975-1980 still 
increased by 22 schools per year, but from 1980 to 1984 
the number of these schools decreased by 5 schools per 
year. The number of general junior secondary schools 
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Table 3.6 
Number of 
Secondary Schools in Central Java 
By Level and Type of School 
1975-1985 
---------------------------------------------------------------
---------------------------------------------------------------
Year 
( 1) 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1989.t 
Junior Secondary 
General 
(2) 
812 
893 
962 
1273 
1392 
1485 
1649 
1783 
1873 
1846 
2128 
2708 
Vocational 
(3) 
258 
257 
238 
237 
104 
69 
59 
55 
55 
53 
53 
53 
Senior Secondary 
General Vocational 
{4} (5) 
133 295 
137 333 
152 340 
198 392 
270 408 
334 408 
453 400 
497 385 
593 385 
675 380 
776 432 
---------------------------------------------------------------
Source: (1),(2) Kantor Statistik Jawa Tengah, 1981:102-105 , 1986:132. 
(3),(4) Kantor Statistik Jawa Tengah , 1981 :109-115 , 1986:133-139. 
Note: 'the government's target (Pemda Jawa Tengah , 1986:490-491 ). 
7 5 
increased by 68 schools per year and general senior 
secondary schools by 16 schools per year. The policy of 
prefprence for general academic schools will continue 
until 1989, according to a provincial regulation 
(Peraturan Daerah nomor 3, 15 February 1984) This 
policy may also be based on the fact that, in Indonesia, 
the vocational schools have a smaller rate of return 
economically than do general schools. Although the length 
of unemployment among general school graduates is longer, 
the total rate of return is higher for the general school 
graduates (Clark, 1983:48). The educational policy which 
prefers quantity rather than quality on secondary 
education also appear to be attractive from an economic 
point of view: the rate of return to investment in 
secondary education in Indonesia is estimated to be 24 
per cent, compared with an average of 15. 4 per cent in 
other low income countries (The World Bank, 1982:110). 
3.5.Lack of information about the labour market. 
Market imperfections and the existence of labour 
surpluses and shortages are correlated with a higher 
degree of imperfect knowledge about the labour market for 
human skills 
1966:56). Lack 
( Leibenstein in 
of information 
Anderson 
about the 
and Bowman, 
individual's 
capacity may result in various means of labelling and 
categorizing 
certificates. 
degrees 
However, 
of skill, such as diplomas or 
potential employers may doubt the 
marginal productivity of people who have a certain type 
of skill label. Employers are usually more confident 
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Table 3.7 
Unemployment Level By Age 
Sex and Place of Residence 
Central Java,1980 
7. 
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Age 
(years ) Hales 
10-14 3.7 {477) 
15-19 7.0 (5612) 
20-24 5.8 (9168) 
25-29 1.9 (3177) 
30 years 0.9 (5289) 
and over 
All ages 2.3 (23723} 
U r b a n 
Fe!lales 
3.4 (649) 
4.4 (4150 ) 
4.8 (4548 ) 
2.1 (1539 ) 
0. 7 (2599) 
2.1 (13485 ) 
Source : Calculated by the author based on: 
BP-S ,1983:111-116. 
Both sexes 
3.5 ( 1126) 
5.6 (9762) 
5.4 (13716 ) 
2. 0 (4716} 
0.8 (7888) 
2.2 (37208) 
Males 
1.9 (4983) 
2. 0 (12463) 
1.5 (10115 ) 
0.7 (4628) 
0.4 (11249} 
0.8 (43438) 
Note: Numbers in parentheses are the number of unemployed people. 
R u r a l 
Females 
3. 2 (5860 ) 
3.3 (14987 ) 
2.3 (9156 ) 
1.6 (5123 ) 
1.1 ( 19242 ) 
1. 7 (54368 ) 
Both sexes 
2.4 (10843) 
2.5 (27450) 
l. 8 ( 1927} 
1.0 (9751} 
0.6 (47855} 
1. 2 ( 97826) 
--= 
I , .. 
Table 3.8 
Open Unemployment Level 
by Age, Education and Sex 
Urban Areas of Central Java 
1980 
(~) 
------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------
Never Not Pri- Junior secondary Senior secondary Academy / 
Age attended finished mary 
-------------- -------------- Univer- Total 
(Years) school p.s school General Vocat General Vocat sity 
Hales 
---------
10-14 2.5 ~ ;"'\ 6.3 43.3 3.7 l.J 
15-19 1. 9 4.3 7.5 10.9 1 " 1 .L. . .., 27.3 31.8 7.0 
20-24 1.6 2.1 4.1 5.0 3.8 14.1 15.2 9.8 5.8 
25-29 0.8 1. 4 1. 9 2.7 0.7 2.7 1. 9 4.7 1. 9 
30+ 0.9 1. 0 1. 0 0.7 1. 0 1.1 0.6 0.4 0.9 
------------------------------------------------------------------------------------------
All ages 1.0 
N 1302 
Females 
---------
10-14 1. 0 
15-19 ') .-, 1. • .L. 
20-24 i. 4 
25-29 1. 6 
30+ 0.5 
All ages 0.7 
N 1749 
1. 5 
4429 
J .4 
2.9 
1. 7 
1.1 
0.9 
1.6 
3021 
Source: BPS 1 1984:482. 
2.5 
7078 
,. ,. 
J.J 
4.7 
3.9 
2.7 
0.8 
2.8 
3293 
2.6 
2722 
10.4 
5.4 
2.9 
3.7 
1270 
Note: p. s = primary school. 
vocat.= vocational school. 
2.1 
816 
7.9 
8 .1 
2.5 
1. 9 
4.0 
395 
3.7 
2572 
33.2 
12.7 
4.5 
1.2 
6.4 
1361 
N = numbers of people who are unemployed. 
5.3 
4443 
1')5 ') 
./.J .!.. 
11. 2 
1.4 
0.8 
5.2 
2044 
1. 3 
361 
14 .9 
5.8 
1 ) 
- • ..I 
4.6 
352 
2.3 
23723 
3.4 
4.4 
4.8 
2.1 
0. 7 
2.1 
13485 
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about the experience of the applicants, but many 
applicants, such as young school graduates, may have no 
experience in the production process. Therefore, the 
unemployed tend mostly to be young people (see Table 3.7 
and Table 3.8). 
Both potential employers and potential applicants 
may also consider the cost of searching for acceptable 
employees or employers. Employers usually prefer to 
provide training for internal promotion for their 
employees to fill shortages instead of searching for new 
employees (Reder cited in Vaizey et.al., 1972:107). 
Potential employers may also consider the cost of 
training, if they decide to appoint a new employee. 
Applicants may be reluctant to take the risk of failure 
and a low wage during the training period. In Indonesia, 
according to the 1976 Labour Survey ( Sakernas 1976), 
53. 6 per cent of unemployed people were seeking jobs 
through relatives or acquaintances, 22.9 per cent through 
direct contact with employers and only 11.2 per cent 
through the Manpower Office ( Bakir and Manning, 
1983:79). In Indonesia, the labour market operating 
through relatives might create a "closed" labour market 
and "slow" labour mobility. 
In Central Java, "open" information about the labour 
market is mainly based on newspapers and the Department 
of Manpower. However, the quantity of information is very 
limited. The number of applicants is very small compared 
with the actual number of job- seekers as covered in the 
79 
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Table 3.9 
Job Seekers and Placement 
by Educational Attainment 
Central Java, 1971, 1980 and 1985 
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---------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------
1971 1980 1985 
----------------- ---------------- ------------------
Educational Job- Appli- Place- Job- Appli- Place- Job- Appli- Place-
attainment seekers cants ment seekers cants ment seekers cant 11ent 
( 1) ( 2) (3) (4} (5) (6) (7} (8) ( 9) (10} 
---------------------------------------------------------------------------------------------------------------------
Primary 
school and below 325282 8300 
Junior 
secondary 22884 5243 
Senior 
secondary 10341 6997 
College/ 
University 2759 1066 
Source: Calculated by the author: 
(2) BPS ,1974:204. 
445(5.3) 107555 9621 674(7.0) 
154(2.9) 10035 8281 1552(18.0) 
264(3.7) 16328 26743 2407(9.0) 
58(5 .4) 2096 3619 164(4.5) 
(3) , (4), (6),(9) ,(10) Kantor Statistik Jawa Tengah, 1972:72; 1981:74; 1986:105-106 . 
(5)8PS ,1983:131 . 
(9) BPS,1986:table 19.2. 
Note: numbers in parentheses are the percentage of applicants who are placed. 
72596 45193 5102 (11 .3 ) 
34459 40388 2021(5.0) 
87635 125099 4744(3.8) 
7563 13906 909(6.5) 
census. The number of vacancies is also very small. 
Employers are usually reluctant to advertise openly about 
the job vacancies, because they are afraid of their 
business being evaluated by the government in terms of 
salary, heal th care and other legal obligations such as 
taxation. Table 3.9 shows that "open" information on job 
vacancies is very limited compared to the number of 
applicants, and the number of applicants is also very 
small compared to the number of job seekers as indicated 
in census and survey data. Lack of information about the 
1 abour market in Central Java might cause the "distance" 
between potential employers and job seekers and this 
situation might aggravate the unemployment problem in 
this area. 
3.6 Sununary. 
Economic growth as the politic al choice to create 
employment 
employment 
opportunities has resulted in a shortage of 
opportunities, because of weaknesses in the 
labour absorption 
graduates suffer 
of 
most 
the 
from 
economy. Secondary school 
this. This situation may 
explain the high unemployment rate among them as a group. 
Economic growth has changed sectoral employment patterns. 
The agricultural sector has diminished, while non-
agricultural sectors, especially the trade and services 
sectors, 
increases. 
have experienced only relatively small 
Improvements in educational attainment may result in 
improvements in the educational level of the labour 
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force. Each flood of school leavers is generally absorbed. 
into work, but this flood is also eventually replaced by 
a fresh cohort of new school leavers. This is why member 
of the labour force with secondary school education --
this group has the highest growth rate has also the 
highest unemployment level, and member of the labour 
force with less than primary education -- the group with 
the lowest growth rate has the lowest unemployment 
level. 
The different economic circumstances of these groups 
may also explain this situation. Those who have not 
completed primary school are generally the poorest group 
and because of that they cannot afford education or 
employment. They must work, doing any work, otherwise 
they starve. 
relatively 
Secondary graduates 
affluent families. 
mostly come 
They also 
from 
face 
discrepancies between high job expectations and low 
level of job vacancies. During the period 1971-1985, 
there was an increasing proportion of secondary graduate 
in "blue collar" occupations. Secondary graduates who are 
unemployed may be so because they are reluctant to take 
"lower" occupations that are offered to them, or because 
they are young people, lacking experience. 
Most unemployed people are young people (aged 15 to 
24), especially in urban 
secondary levels which 
areas. 
prefer 
Educational policies for 
to general academic 
curricula than vocational ones may result in this "urban 
bias" and the inadequate skills among graduates, who are 
82 
consequently less capable of competing in the labour 
market. Job preferences for 
lack information about the 
public sector employment and 
labour market may also be 
factors which causing unemployment. 
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C H A P T E R 4 
EVALUATION 
OF THE RELATIONSHIP BETWEEN 
EDUCATION AND THE LABOUR FORCE 
IN THE DEVELOPMENT CONTEXT 
4.1 Introduction 
Chapter 2 showed the "success" of the education and 
Chapter 3 showed the "failure" of employment in Central 
Java. However, the more important problem is not how to 
measure this situation, but how to evaluate them in the 
development process. Indeed, we saw in Chapter 2 and 
Chapter 3 that there is some vagueness in measuring 
education and employment. The development of measuring 
rods and appropriate evaluation techniques are both 
important and interrelated. They form the main theme of 
this chapter. 
Unemployment among educated people is a more serious 
problem than unemployment as such, because unemployment 
among educated people wastes resources in education that 
are not returned to economy (Blaug, 1973:20). But it is 
unfair to measure education merely by the balance between 
market demand and supply. The market tells us whether the 
schools are producing the type of people who fit into the 
current social situation. Education can not always fit 
young for the jobs they will have to do after leaving 
school. Much education prepares children to escape from 
or to change their situation but not to fit them into the 
"market". Since it is important for education to change 
society as well as to adjust to it, one can not evaluate 
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education simply by the market price which its products 
can command (Lewis in Beeby, 1969:71). 
However, the current situation in the modern 
societies is that schooling is considered to be a 
process of socialization with the dual primary functions 
of training intellects and training the labour force, to 
fit the needs of the economy. These are also the goals of 
education which planners are trying to introduce in 
developing countries. In the education system which 
merely supplies the needs of the economy, people are 
considered as "producti vist" or as production function. 
According to Humanism, humans do not alive solely to 
produce. They produce to live and to live well (Aron in 
Beeby, 1969: 136). Education, therefore, should be both 
productive and humanistic. Educational policy and labour 
force policy in Central Java do consider the humanistic 
aspects of education. They also consider education as a 
means of investment in human capital. Therefore 
administrators forcast need to skills required for future 
development. This chapter will consider education and the 
labour force as both demand and supply and explain their 
relationship to development, education and labour force 
policies and employment projections. 
4.2 The relationship between education and the 
labour force as demand and supply for 
development. 
The goals of development in Indonesia overall, 
including Central Java, are clearly stated in the 
Constitution and in the development plan. Social justice 
8 5 
as one of the goals has been translated into the equality 
of schooling opportunity and equity of employment 
opportunity. The problem is that equity of schooling 
opportunity will create a high number of educated people. 
However, current employment needs require qualified _ 
labour, but there are few employment opportunities. This 
problem is parallel with the imbalance between the nature 
of education as both an investment good and as a consumer 
good, while employment opportunities as solely a matter 
of investment. All attempts to measure education come up 
against the fact that education has values which are not 
reflected in the market place (Lewis in Beeby, 1969:73). 
4.2.1. Demand for and needs of education. 
The imbalance between education and employment is 
reflected in the differences between the demand for 
(wants) and the needs of education (Harbison, 1967:16). 
The demand is not always equal the needs. For example; 
many people want their children to be lawyers or priests, 
while the employment market needs technicians. The 
government may be forced by society to supply legal or 
~eligious training schools as a consumer good and then 
produce a large number of lawyers and priests while t h ere 
continues to be a shortage of technicians. 
Educational institutions are therefore affected by 
the social context, particularly social ideology and 
social aspirations which lead to social demand on 
education that may be far from the "real" needs of 
development and employment. Educational planners face 
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social demand and social and economic needs and, because 
of this, they also face socio-political constraints on 
educational planning. Moreover, competition for power and 
influence through education is one of the major problem 
in developing countries (Rowley, 1967:27). 
Assuming that educational planners already hold the 
authority to determine the distribution of skills in the 
economy, the problem nevertheless remains that 
educational system is highly inflexible in adjusting the 
supply of skills to changing economy (McKenzey, 1979:167 
and Leibenstein in Anderson and Bowman, 1966: 58), while 
the skills newly needed may have a low degree of 
substitutability. In this case the problems of surpluses 
and shortages of labour are beyond the control of 
educational planners. 
4.2.2 Identifying the needs and establishing 
priorities for the demands for education. 
It is important to identify the main problems that 
result in the lack of improvement in manpower supply. The 
main problems of human resources in Central Java have 
already been discussed in Chapter 1,2 and 3. They are: 
1. Increasing growing population. 
2. Increasing employment in the modern sector as well as 
widespread underemployment in traditional agriculture. 
3. Inadequate or underdeveloped organization of both the 
economy and institutions, such as the educational system, 
for mobilizing human resources. 
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Central Java has already developed policies to 
tackle these three problems. Population control, better 
health 
operate 
care, and 
in Central 
the transmigration program already 
Java. They contribute generally to 
improved economic conditions and improvements in the 
quality of manpower through education (Pemda Jawa Tengah, 
1986:309). 
Underemployment and unemployment in Central Java are 
caused not by low regional income, but by weaknesses in 
labour absorption (see Chapter 3). The Fourth Five Year 
Development Plan clearly stated the important role of 
labour intensive programs to minimize unemployment in 
Central Java (Pemda Jawa Tengah, 1986:309,324) 
In Central Java, since 1975, educational policy has 
redirected human resources to gain effective balance of 
supply and demand in the labour force. Secondary schools 
have developed more general to make the labour force more 
flexible, while more specialised vocational skills are 
gained through additional programs, such as pre-
employment training for graduates. Educational policy has 
also been integrated into the human resources development 
program which has three components: the manpower 
distribution program, labour market development program 
and the welfare program (Pemda Jawa Tengah, 1986:317-
318). However, the effectiveness of these programs is 
still doubtful, because of the lack of resources 
resulting from declining oil prices and declining 
economic growth. .. 
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4.3.Policies for education and the labour force. 
Institutionally, policies for education constitute 
an on-going process towards centralisation ( see Chapter 
2). Since the Presidential Instruction (1974), the 
Ministry of Education has continued to consolidate all 
educational institutions from other ministries whether 
Religious Affairs, Home Affairs or other ministries. 
However, the problem of the dichotomy between public and 
private schools and the problem of politics and religions 
are still major issues hindering the modernisation of 
education in Indonesia (Beeby, 1982:37). 
In 1973, the central government has established 
"Proppipda" (the Integrated Provincial Education Planning 
Project) . One of the purposes of this project is to 
prepare planning models which integrate socio-economic 
characteristic of the provinces such as demographic, 
schooling opportunities, social welfare and school 
relevance to local needs, into the development program 
(Beeby, 1982:267). Program Pengembangan System Pendidikan 
(Development Program for Education System) which is 
institutionalized under Provincial Regulation No.3 (1974) 
is to support Proppipda. With Proppipda and Program 
Pengembangan Sistim Pendidikan the provincial 
governments, under fl deconcentration system" ( not 
decentralisastion), still have no authority to decide 
"strategic policies", because the 
have authorities only to supervise 
program. However, the concept of 
provincial government 
actualization of the 
"education which is 
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relevant to the needs of development or specifically 
relevant to labour market" is newly realized in the Third 
Five Year Development Plan , (1978-1983)(Pemda, 1986:63). 
The important part of this new policy for present 
purposes is the indication that the labour market has 
become one of the components used to evaluate the 
efficiency of education. However, gaining the appropriate 
out-put (skill) is a long process, mainly because of the 
low adjustment rate of the education system in terms of 
preparation of qualified teachers, school facilities and 
curricula to produce the new type of graduate needed. 
Centralisation of the education system may also be a 
great problem, because under a centralized system, the 
policies on education (policiy on curricula included) may 
have weaknesses in integrating regional needs for labour 
into the schooling process. 
To cope with these weaknesses the government tries 
to provide pre-employment training under the Ministry of 
Manpower to prepare training for graduates before they 
enter the work force. The Ministry of education's policy 
to give more general and academic curricula is 
counterbalanced by the policy of the Ministry of Manpower 
which gives more vocational training, called "Balai 
Latihan Kerja Industri dan Pertanian" (Pre-employment 
Workshop for Industry and Agriculture) . Table 4. 1 shows 
the government target on on-the job training and pre-
employment training for Central Java, 1984-1989. 
9 0 
I. ~-
1 
Table 4.1 
The Govern~ent Target o~ 
the Needs of Labour Training 
Occupations and Sector of industry 
Central Java 
1984 - 1989 
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== =======================================================================================~==================================== 
O c c u p a t i o n 
Sectors 3 4 s 
A B A 8 A 8 
6 
A B A 
7/8/9 
B 
B only 
Total 
A + B 
-------------------------------------------------------------------------------------------------------------------------·-----
Agriculture 407 326 713 285 866 303 502963 100593 2954 1034 102541 641044 
Mining 139 111 38 15 154 54 291 58 6474 2266 2504 9600 
Manufacturing 2446 1957 2898 1159 3986 1395 3834 767 286104 100136 105414 104682 
Electricity 397 318 58 23 249 87 624 125 1364 477 1030 3722 
Construction 577 462 333 133 614 215 141 28 71753 25114 25952 99370 
Trade 1156 925 396024 158410 3716 1301 2270 454 7638 2673 163763 574569 
Transportation 13030 10424 249 100 1619 567 511 102 107568 37649 48842 171267 
Banking 4992 3594 902 361 1665 583 74 15 3287 1150 5703 16123 
Service : 1Q8R 
't - - 33590 5575 2230 75539 26439 7067 1 ' ... , _.;;U 64265 22493 86165 ·JQQc:;ga .:., t_. ..J ~ · 
Total 64643 51707 406790 162716 88408 30944 517775 103555 551407 192992 541914 2171097 
Source:Pemda Jawa Tengah, 1986: 320 . 
Note : occupation categories: 
1. professional. - not shown 
2. managerial - not shown 
3. clerical. 
4. trade. 
5. trade services . 
6. agricultural services. 
7/8/9 production worker, operator assistant, technical assistant, blue collar worker . 
A= On the job training. 
B= pre-employment training. 
One of the aims of general and academic curricula is 
to create a labour force which has high flexibility. The 
aim of pre-employment training is to adjust this labour 
force to the local needs of industry. However, the 
implication of these programs is that the period of . 
education is lengthened before the graduates enter the 
labour force. Both parents and the government have to 
prepare additional costs in providing the labour force 
with adequate skills. 
The policy of providing general education followed 
by special pre-employment training tries to establish a 
close link between education and the labour market. 
However, it does not mean that unemployment will 
disappear. On the contrary, in Indonesia overall, as well 
as in Central Java, the "ideology" of economic growth 
under the present economic difficulties resulting from 
declining oil prices, will bias the government toward 
"labour saving bias" which are capital intensive. The 
massive dismissal of employees and privatisation of 
public enterprise has been the subject of national debate 
since 1984. The result is a new flood of unemployed 
people. This situation reflects the incompatibility 
between the educational system which attempts to gain 
equity in schooling opportunities for all, and the market 
economic system which primarily seeks economic growth. 
Although the unemployment level of secondary 
( from 2. 5 per cent in graduates is tending to 
1980 to 4.9 per cent in 
increase 
1985 for junior secondary level 
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and from 3.6 per cent in 1980 to 11.7 per cent in 1985 
for senior secondary level; see Figure 3.1), educational 
policy keeps on producing graduates to achieve the 
desirable labour force "pyramid". The labour force 
pyramid refers to the percentage distribution of the . 
labour force in respect to the educational attainment 
( see Figure 4 .1). In the national level, the government 
is attempting to raise the gross enrolment rate to 100 
per cent at the junior secondary level and 75 per cent at 
the senior secondary level by 1990, or increase in 
enrolment rate of about 14 per cent per year for junior 
and senior secondary altogether. This situation 
necessarily means a heavy emphasis on the quantity 
aspects of secondary school programs ( The World Bank, 
1982:111). 
The Ministry of Education has stated that in 
Indonesia, for the purpose of economic development to the 
year 1995, there is still a shortage of . primary school 
graduates and an acute shortage of junior high school 
graduates. The Ministry of Education gave South Korea as 
an example of high growth rate of educated labour force 
in the high economic growth without experiencing 
intolerable unemployment among educated people. The 
Korean labour force pyramid in 1975 consisted of 16.3 per 
cent illiterate people, 36 per cent primary school 
graduates, 22 per cent junior secondary graduates, 19. 3 
per cent senior secondary graduates and 6.4 per cent 
tertiary graduates. In 1982, Indonesia had still not 
achieved this composition. The Indonesian labour force 
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F. ' 1 1gure 4._ 
Ladder Structure of School Types 
and The Labour Force Pyramid 
Indonesia, 1986 
School Ladder Structure Labour Force Pyramid 
Professional Age 
(Years)---- : 
19-'}4 ~ " 
16-19 
13-16 
7-13 
Higher ---------------------------------------------------- > Occupations 
education ---------
4-6 Polytechnic-------------------------------- > Higher 
years 3 years Technician 
,. 
Senior 
high school 
3 years 
A 
------------------------------------------- > Technician 
Senior 
technical 
school 
4 years 
Senior 
tech.school--------------> Tradesman 
3 years 
A --------"-----------------A 
Junior 
high school 
3 years 
Junior 
tech.school-------------------------------- > Semi-skilled 
3 years (Operator i 
Primary 
school 
6 years 
----------------------------------------------------> (operator assistant ) 
Source: MEC , 1986:11. 
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pyramid still consisted of 27~1 per cent illiterate 
people, 60 per cent primary graduates, 6 per cent junior 
secondary graduates, 6 per cent senior secondary 
graduates and 0.8 per cent tertiary graduates (MEC, 
1986:166). In 1985, the composition of the labour force . 
pyramid of Central Java is close to the Indonesian labour 
force pyramid in 1982 (BPS, 1986:98). However, if 
educational policy is to expand the number of primary and 
secondary graduates rapidly, and to teach more general 
curricula, the problem will be one of cost-benefit, which 
should consider the negative effect of increasing 
unemployment among educated people. 
Implementation of education and labour force 
policies has resulted in a reduction in the number of 
junior vocational and limited growth of senior vocational 
schools, and increasing number of general schools in 
Central Java during 1975 to 1974 (see Table 3.6). 
4.4. Matching education to economic development. 
The First to the Fourth Five Year Development Plans 
based educational facilities mainly on the social demand, 
so expanding capacity of schools was the major goal. 
Because of the limited authority of the government to 
control private schools, the number of participants in 
schooling therefore is potentially unlimited and the 
number of participants of each level of schooling is 
determined by affordability of schools and social demand. 
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This situation with education may not be parallel to 
economic considerations. Those who emphasize the economic 
aspects of 
productivity 
education more are impressed 
educated people 
with the 
over less of most highly 
educated people and tend to call for more students at the 
top of the pyramid rather than at the bottom. If one 
considers job opportunities first, the number of 
participants in schooling at each level of the pyramid 
depends on the degree of economic development and, 
particularly, the size of the subsistence sector of the 
economy (Lewis in Beeby, 1969:76) The problem in Central 
Java is that because the social demand for schooling is 
regarded by the government as the priority, Central Java 
is unable to control the pyramid of education and 
produces out-puts which are 
development and with job 
capacity of the economy 
increases steadily as the 
(Lewis in Beeby, 1969:76). 
not compatible with economic 
opportunities. Usually the 
to absorb trained manpower 
subsistence sector diminishes 
In relation to occupational categories, educational 
policy has established the corresponding desirable 
educational level for each occupational category (see 
Figure 4.1). However, the problem is that the desirable 
number of people at each educational level may not be 
compatible with the range of occupational opportunities 
which are opened or closed eventually by economic 
changes. Another problem in Central Java is that the 
number of educated or semi educated people is increasing 
more quickly than the subsistence sector is diminishing. 
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In the meantime, these people lack sound agricultural 
skills because there is no agricultural curricula in the 
school curriculum, except for very small number of 
agricultural training school graduates. That is why 
educational policy needs to control the labour force _ 
pyramid and 
development. 
adjust this to the needs of economic 
Success in controlling and adjusting the number of 
people graduating from each sector of schooling to 
employment opportunities is very difficult to achieve, 
because of difficulties in projecting economic and 
occupational growth in the future. However, manpower 
requirements can be estimated to be between the minimum 
(or essential) needs of the labour force and the 
absorptive capacity of the economy which is the maximum 
number of persons who can be employed without 
encountering redundancy or serious under-utilization of 
skills (Harbison, 1967:29). 
Because of these factors, targets for sectoral 
economic growth may be useful as a guide for estimating 
the need for manpower. The next section discusses 
employment projections in order to estimate the needs for 
graduates, based on government targets for sectoral 
economic economic growth in Central Java. 
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4.5. Supply of educated labour and Unemployment 
1985-1994. 
4.5.1 Methods of projecting employment. 
The three employment projections discussed are those 
developed by Sirageldin and Li (1983:39), Simanjuntak 
(1982:54) and Harbison (United Nations, 1971:49). The 
basic assumption pf all three methods is that there is a 
positive correlation between economic growth and 
employment growth. 
The Sirageldin and Li method which produces a low 
variant of projection, makes the 
assumption 
coefficient 
the 
that the sectoral labour 
additional 
absorption 
constant is constant and there is a 
proportion of educated people employed in each sector of 
industry. The sectoral labour absorption coefficient ( g) 
is the proportion of sectoral employment growth (gn) 
divided by sectoral income growth ( gy) . The projected 
sectoral employment ( E 1 j) is calculated by multiplying 
the projected sectoral economic growth (r) with the 
constant sectoral labour absorption coefficient (g), 
raised to the power of time ( in years t) and with the 
initial sectoral employment ( Ej). The formula is E 'j = 
Ej(l + (r.g)t). The projected employment of educated 
people in each sector (E'i) is calculated by multiplying 
the projected 
proportion of 
sectoral employment (E'j) by the constant 
educated people in employment in a 
particular sector (h j). The formula is E' h j = (h j). 
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( E' j ) . ( See Appendix 4.3 and 4.4 for detailed 
calculations using Sirageldin and Li method ) . 
The Simanj untak method, which provides the medium 
variant of the projection, makes the additional 
assumption that the sectoral educated labour absorption 
( g) is constant. Projected educated employment ( E' ) is 
obtained by multi plying the projected sectoral economic 
growth ( r) 
coefficient 
multiplied 
formula is 
4.8) 
by sectoral educated labour absorption 
(g) taken to the power of time (t), 
by the initial educated employment. The 
E' = E ( 1 + ( r. g) t) ( See Appendix 4. 6, 4. 7 and 
The Harbison method, which produces the high variant 
of the projection, makes the additional assumption that 
there is a constant correlation between employment growth 
of educated people (r.h) and the total income growth (R). 
According to Harbison, based on the regression analysis 
of data from 75 countries, including Indonesia (Harbison 
and Myers in Blaug, 1970:37 and United Nations, 1971:49) 
the rate of employment growth of highly skilled manpower 
( r. h l= tertiary graduates) is double the total income 
growth, while the rate of employment growth of the middle 
skilled manpower (r h 2 = secondary graduates) is three 
times the total income growth. The projected total income 
growth is known, that is the government's target. 
Therefore 
obtained 
the projected educated 
easily (See Appendix 
calculations using Harbison method). 
employment 
4.9 for 
can be 
detailed 
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The main information provided by using the three 
methods is the estimated number of employment 
opportunities which are offered to secondary and tertiary 
graduates in the future. The latter is also needed, 
because if the employment opportunities for tertiary _ 
graduates are inadequate, the excess tertiary graduates 
will likely occupy employment opportunities which are 
intended for the secondary graduates. 
The realistic assumption of the three methods lies 
on their assumptions that economic growth has positive 
correlation to employment growth. However, the three 
methods also has some weaknesses. These weaknesses are 
discussed for each method in the following paragraphs. 
The Sirageldin and Li method is based on the 
assumption that the proportion of employment of the 
secondary and tertiary graduates in the sectors of the 
economy is constant throughout the projection period. 
This assumption is "conservative" 
' 
because, in reality, 
as Table 3.3 indicated, the proportion of employment 
among secondary graduates in the prestigious occupations 
such as the professional and managerial occupations , has 
already decreased and in the "blue collar occupations" 
the proportion of secondary graduates has already 
increased. This situation might have been followed by 
changing in the proportion of secondary graduate in the 
sector of economy, for example; the proportion of 
secondary graduates increased in agricultural sector and 
decreased in finance sectors. In general, the Sirageldin 
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and Li method is less flexible in responding to different 
levels of labour absorption between educated and less 
educated people, however, this method seems to be usefull 
for estimating the "minimum" employment 
for educated people. 
opportunities 
The Simanjuntak method has more flexibility in 
response to different labour absorption levels between 
educated and less educated people. Al though this method 
is based on the assumption that the labour absorption 
coefficient is constant throughout the projection 
period, the growth of employment opportunities for 
educated people is also determined by the level of 
sectoral economic growth. Therefore, educated labour 
growth is highly sensitive to economic growth. In 
reality, the fluctuation of the employment growth may be 
smaller than the fluctuation of the economic growth. 
However, since constant economic growth is assumed to 
occur throughout the projection period, this projection 
will not be affected by this weaknesses. 
The Harbison method is based on regression analysis 
of data from 75 countries. However, this method seems 
likely to be "a rule of thumb"(Rado and Jolly in Blaug, 
1970: 81), because it employs the total economic growth , 
which is too broad, for the base data to derive educated 
labour growth. As Table 3.4 indicated, this results in an 
overestimate of the employment growth in Central Java. 
The three methods also ignore the possible political 
change which may affect employment growth, such as 
101 
policies for the economic system, waaes 
_, and the 
mechanization process. The three method also ignore the 
fact that manpower supplies and demands may be 
interdependent. Manpower demand may also be a function of 
manpower supply (Hollister cited by Vaizey et.al., _ 
1972:126). 
4.5.2 Estimating the labour growth of the labour 
force with secondary school qualifications. 
Labour growth of secondary school level depends in 
particular on the growth in the enrolments at the 
secondary school level. The World Bank (1982:106) 
estimates that at the national level, the annual growth 
of gross enrolment in junior secondary level is 13.2 per 
cent for the period 1980-1991, while the actual growth of 
gross enrolment during the period 1971-1980 was only 9.3 
per cent per year. For senior secondary level, the 
estimates is 15.4 per cent for 1980-1991, while the 
actual was 9. 7 per cent in 1971-1980. These estimates 
were made assuming a situation of high economic growth, 
of around 7 per cent. Given the economic growth of 
around 3 per cent to 4 per cent per year from 1984 to 
1986 and if this trends continue until the end of the 
Fourth Five Year Development Plan( 1989) ( see Nasution, 
1985: 13) these estimates must be questioned. Therefore 
the World Bank estimate for the labour force growth of 
around 9. 5 per cent for junior secondary graduates and 
11.6 per cent for senior secondary graduates for the 
period 1980-1990 (cited by Keyfitz, 1986:15) is also 
difficult to accept. For this reason, this study will not 
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apply the World Bank estimate on the national labour 
growth to the Central Java situation. 
The Central Java government has established targets 
for gross enrolment rates of 81. 8 per cent for junior 
secondary and 42. 0 per cent of senior secondary school 
level by the end of 1989. This target appears to be 
ambitious because, as shown in Table 4.2, under the high 
economic growth of the 1971-1980 decade, the growth of 
pupils who were enrolled in junior secondary school was 
only 9.3 per cent per year and in senior secondary school 
level was only 9.9 per cent. For the period 1980-1990, 
when economic growth has been expected less than in the 
previous decade, the government targets for growth in 
gross enrolments are 10. 4 per cent for junior secondary 
and 9. 4 per cent per year for senior secondary school 
level. These government targets are also based on the 
assumption that the private schools will continue to 
enrol 40 per cent of junior and 15 per cent of senior 
secondary pupils in the period 1984-1989 (Pemda Jawa 
Tengah, 1986:454-459). This assumption seems to be overly 
ambitious, especially for the junior secondary level, 
because, under the current economic difficulties, both 
private and the public system lack resources to invest in 
education. The only assumption which supports the 
government's targets is that after enrolments in primary 
education approach in universal levels, the educational 
policy can concentrate on secondary school enrolments. 
That is why, by considering several situations above, the 
labour force growth projection will not employ high 
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Table 4.2 
Gross Enrolment Rate 
of Secondary School Level 
Central Java, 1971, 1980 and 1990 
------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------
Annual 
Year growth 
Level of 
--------------------
~ 
education 1971 1980 19901 1971-1980 1980-1990 
( 1) (2) (3) ( 4) (5) (6) 
------------------------------------------------------------------------------------------
Junior secondary 
---------------
Number of pupils 1) 235979 546061 1540348 9.3 10.4 
Population 
aged 13 to 15 2) 1354631 1727622 1883500 2.7 0.9 
Gross enrol-
ment f"t;;. 31 ::.. "J • 1 = p · ! • 4 31.6 ·"'1 A t1 • ·-· 1.6 5,0 
1) •) ·1 ... , ' l\'"1 l. !! , 
Senior secondary 
---------------
Number of pupils 1) 
' 
1 '1 1 '65 l-"J.4 297815 766246 9.9 9.4 
Population 
aged 16 to 18 2) 1163059 1660299 1824700 3.9 0.9 
Gross enrol-
ment rate 3)= 10.4 17.9 42.0 0.9 2.4 
1) 2) (%) 
Source: Calculated by the author. 
1) Kantor Statistik Jawa Tengah,1973:89 ; 1983:124 and Pemda Jawa Tengah, 1986: 454; 459. 
2) BPS,1974:51 ; 1984b: 3 (medium variant). 
Note: Gross Enrolment Rate is defined as "total number of pupils in school 
devided by total number of school age children at the corresponding school level". 
'= the government target. 
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growth rate as the World Bank estimate for the national 
level, but a constant labour growth of junior secondary, 
senior secondary and tertiary school level in the period 
1971-1985 is assumed to occur again in the period 1985-
1994. 
The growth of labour force with secondary and 
tertiary education qualification in 1971 to 1985 was also 
the result of other factors, such as fertility, mortality 
and migration. Assumption that the growth of labour force 
with secondary and tertiary education qualification will 
constant until 1994 implies that no significant change in 
enrolment growth, drop-out and repeater rates and no 
significant change in fertility, mortality and migration 
rates are assummed. 
4.5.3.The results of the projections. 
Table 4. 3 shows the results of the three different 
projections of employment opportunities compared to the 
results of the projection of the labour supply. In 1989, 
by using Sirageldin and Li method, there will be 687,000 
employment opportunities for junior secondary graduates 
which will accommodate 67 per cent of the labour supply 
of this group. For the senior secondary group, 677,000 
employment opportunities will accommodate 63 per cent of 
labour supply of this group and for tertiary graduates, 
114,000 employment opportunities will accommodate of 
around 65 per cent of the labour supply of this group. In 
1994, 46 per cent of junior secondary graduates,41 per 
cent 
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Table 4.3 
Employment Secondary and Tertiary Graduates 
1985 and Projections of Employment , 1989 and 1994 
Central Java (Using Three Methods} 
------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------
Method 1 7. Method 2 " Method 3 ~ /o 
Level of Labour Employ- Employ Elllploy- Employ- Employ- Employ-
Year education supply ment ed ment ed ment ed 
( 1) (2i ( 3} ( 4) (5} (6) ( 7) (8) ( 9) 
------------------------------------------------------------------------------------------
1985 (actual) 
---------Junior secondary 704780 670321 95.1 
Senior secondary 747121 619585 82.9 
Tertiary 114288 106725 93.4 
1989 (projected) 
---------Junior secondary 1002133 687164 68.6 878913 
Senior secondary 1079472 676994 62.7 813316 
Tertiary 177456 114398 64.5 129982 
1994 (projected ) 
---------Junior secondary 1556018 709740 45.6 1437806 
Senior secondary 1709963 703788 41.2 1227127 
Tertiary 307576 118967 38.7 171809 
Source: Calculated by the author. 
(1} the 1985 employment is actual (BPS,1986:98) 
{3) from Appendix 4.2 column (5) and (6) 
87.7 
} 1834763' 88.1 
75.3 
73.2 132484 74.6 
92.4 
} 2750865 1 84.2 
71. 7 
55.9 173549 56.4 
(4} Method 1 from Sirageldin and Li (see Appendix 4.5 column (3),(6) and (9)} 
(6) Method 2 from Siman juntak (see Appendix 4.6 column (1 0) ,(11) 
and Appendix 4.7 column (10 ) and (11) and Appendix 4.8 column (10) and (11 )) 
(8) Method 3 from Harbison (see Appendix 4.9 column (4) and (5)) 
Note: i = junior and senior secondary school combined 
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of senior secondary graduates and 39 per cent of tertiary 
graduates will be accommodated in employment. 
In 1989, by using the Simanjuntak method, in respect 
to the three groups, employment rates will be around 88 
per cent ( junior secondary), 75 per cent ( senior 
secondary) and 73 per cent (tertiary graduates ) . In 1994, 
employment rate will be around 92 per cent, 72 per cent 
and 56 per cent respectively. 
In 1989, by using the Harbison method, in respect to 
the three group, employment rate will be around 88 per 
cent (junior and senior secondary combined) and 7 5 per 
cent of tertiary graduates.In 1994, employment rate will 
be around 84 per cent and 56.4 per cent respectively. 
The Harbison method produces the highest number of 
employment opportunities, followed by the Simanjuntak 
method and the Sirageldin and Li method. Compared to the 
1985's employment, the medium variant of projections ( the 
Simanjuntak method) shows that in the 1989, there will be 
a decline in employment rate, from 95 per cent (junior 
secondary graduates) to 88 per cent, from 83 per cent 
(senior secondary graduates) to 75 per cent and from 93 
per cent (tertiary graduates) to 73.2 per cent. 
4.6 Additional employment opportunities and the 
government's target on pre-employment training. 
This section tries to see the adequacy and the 
priority of the government's pre-employment training 
program, by comparing the proportion of the expected 
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employment of 
proportion of 
sector. Since 
each sectors 
pre-employment 
the graduates 
of the economy with the 
training offered in that 
of a certain level of 
education are prepared to a certain level of occupation 
(see Figure 4.1), evaluation on the adequacy of pre- _ 
employment program for those graduates is important. This 
evaluation is needed, because the government has already 
explici tely placed priority on agricultural sector and 
utilization of educated people who are unemployed (Pemda 
Jawa Tengah, 1986:321-322). 
Table 4.4 column 10 shows, assuming that medium 
variant of employment projection will occur, the total 
number of pre-employment training for the period 1984-
1989 is more than double the estimated number of total 
additional employment opportunities for that 
period(column 9). This means that pre-employment training 
will become excessive. The government purpose to achieve 
in agricultural productivity is less likely supported by 
this program, because the proportion of total training 
( on the job training and pre-employment training 
altogether) which is allocated to agriculture is only 28 
per cent, while employment in agriculture at the end of 
1989 is estimated to be more than 50 per cent of the 
total employment. The trade and manufacturing sectors 
have high priority because, eventhough the proportion of 
employment in the trade sector will be 16.5 per cent in 
1989, the allocation of training for this sector is 26 
per cent. Manufacturing sector will employed 12. 4 per 
cent but will receive 18.6 per cent of the training. 
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Table 4.4 
Additional Employment Opportunities 
and The Goverrunnet's Target on Pre-employment 
Training by Sectors 
Central Java, 1984-1989 
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------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------
Projec- Additio- Government target 
Annual Labour ted an- Estimates 7. nal em- on labour training 
growth of absorpt- nual gro of Employ- distribu- ployment 
-----------------------------------
e!ilploy- ion co- wth of ment tion of oppor- P r e.:.--m - Distri- Distri-
Employ- ment effici- income --------------- 1989's em tunities ployment bution All tra- bution 
Sectors ment 1985 ,,, ent (g) (gy) 7e 1984 1989 ployment 1984-89 only " ining '7 i t ! I /e 
( 1 ) ( 2) (3) (4) ( 5) (6) ( 7) (8) ( 9) (10 ) ( 11 ) (12) (13 ) 
------------------------------------------------------------------------------------------------------------------------------
Agriculture 5778432 -0.1 -0.01 3.34 5784216 5774563 50.7 -9653 102541 18 .9 610444 28.1 
Mining & Quarrying 50820 10.5 2.05 3.01 45991 62043 0.5 16052 2504 0.5 9600 0.4 
Manufacturing 1394799 1 ·") ... 0.13 t. I')') .~..J 1378260 1416574 1 !'', / 
"' . '+ 38314 105414 19.4 104682 18.6 
Elect. ,gas ,water 6424 0.5 0.03 3.24 53:~2 6423 0.1 ') , .J - 1030 0. 2 3721 ii 7 ·,. .. ' s 
c-·--.. trir ~.; ···, 434427 1L 6 0, ,t: .J. u 1 ·'1QCrii1 4J.52:3=3 j Q 4:;'j!:18 25952 4,B 99:370 ! . C' _.1.11! ,., :. · \,. I_. h!J i ._i ._: : .. : • .: ~ : .l. ._ : ! t_: '+ : ._I 
Tr· 1 · 1·300~193 .3 ! '' " ln 1. 44 1 A?Q·j ~·; 1882545 1 ~. e. ::.3213~?. 16:37t1.3 .30 ,2 57456'3 26 , 4 . ij<.i e. ., t} : : ·: • ·-·~ .--·~w -4. :,;, : ._: 
Transportat ion ~ I ; 5- 1'"'1 ' ,. r; -10 4 nn 329439 .35::9413 .3 = 1 ·/ f-~C: 1 CJ 4,ge42 9,0 i 712ti7 7 _g j ., .. , I_., if I D '·!"'"T ., • .) ~.' : ._: .·· , \} ".i :..: ·-· · .· .;. ·.• 
Finance & Banking 33094 6.7 0.71 1. 05 31016 32189 0.3 11 73 5703 1. 0 16123 0.7 
Services 1404608 4.2 0.48 2.51 1347992 1431175 12.5 83183 86165 1'" q 'JAtiSQ9 1 "; ·" J., ~ W \Jol _, .i.. w,., 
------------------------------------------------------------------------------------------------------------------------------
Total 11347795 1. 6 0.20 2.69 1141829 11396700 100.0 254871 541914 100.0 2171097 100.0 
------------------------------------------------------------------------------------------------------------------------------
Source: Calculated by the author. 
(2) From Table 3.1 column (5) 
(3) from Table 3.1 column (7) 
(4) from Table 3.1 column (8) 
(5) the government target (Pemda Jawa Tengah, 1986:319) . 
(6) Pt= Po ( 1 + r ) t 
5778432 = Po ( 1 + ( -0.1 :100) 
5778432: 0.999 = Po 
Po= 5784216 
(7) Pt= Po. e (gn.gy)t = 5784216. e (0 .034 x -0.01)5 = 5774563 
(9) = (7)-{6) 
(10) from Table 4.1, total of section B. 
(12) from Tabel 4.1 
The allocation of pre-employment training, for 
agricultural sector is only 18.9 per cent, trade 30.2 per 
cent and manufacturing sector is 19.4 per cent. In 
quantitative terms, this training seems to be adaptation 
to the shift of employment patterns towards the non- . 
agricultural sectors. 
In the meantime, assuming that clerical, sales and 
services workers (occupational categories 3 to 6) are 
reserved for secondary graduates (see Figure 4.1 and 
Table 4 .1), the pre-employment training will only cover 
about 70 per cent of employment opportunities which are 
intended to be offered to them for the period 1984-1989 
(see Table 4.5). Several paradoxes are evident here: 
First, this situation will occur when there will be 
excessive overall pre-employment training. Second, this 
situation will contrast with the government policy which 
explicitely mentions the "eradication" of unemployment 
among secondary graduates (Pemda Jawa Tengah, 1986:321). 
The implication of these situation may aggravate 
unemployment among secondary graduates because, during 
the period 1980-1985 the unemployment rate among them 
tended to increase (see Figure 3.1). Secondly, the 
secondary graduates, 
secondary graduates, 
which are dominated by general 
may most suffer from premature 
dismissal because, employees with general secondary 
education qualifications are less likely have specific 
skills. · According to Becker (1964:24-26), employees with 
only general training have greater incentives to quit 
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Table 4.5 
Additional Employment Opportunities 
for secondary Graduates and the Government 
Target for Pre-employnent Training 
Central Java, 1984-1989 
---------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------
Government 
Additio- target on pre-
Employ- Annual Employment nal em- employment trai-
Levef of ment growth 
--------------
ployment ning for secon-
education 1985 -4 i ,ig4 1989 1984-1989 dary graduatest r~ 
... ' . 
{ 1) (2) ( 3} (4) ( 5) ( 6) (7} 
Junior Secondary 657053 10 .6 594080 878913 284833 
Senior Secondary 657040 
} 3489221 
10 .4 595145 813316 218171 
Total 1314093 1189225 1692229 503004 
Source: Calculated by the author. 
(2) for Junior Secondary section, from Appendix 4.6 column (6) 
for Senior Secondary section, from Appendix 4.7 column (6) 
(3) for Junior Secondary section, from Appendix 4.6 column (7) 
for Senior Secondary section, from Appendix 4.7 column (7) 
(4) Pt= Po (1 + r) t 
{5) for Junior Secondary section, from Appendix 4.6 column (10) 
for Senior Secondary section, from Appendix 4.7 column {10} 
(6) =(5)-(4} 
(7) from Table 4.1 occupational category 3,4,5 and 6 section B. 
Note: 'Junior and Senior Secondary graduates combined. 
Trained 
7. 
( 8) 
69.4 
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their jobs and firm employers have more incentive to fire 
such workers (as opposed to employees with specific 
skills) if the economy is getting worse. Employees who 
have specific skills can find shelter from competition 
( Durkheim cited by Keyfi tz, 1972: 59). Inadequate training . 
. 
program for secondary graduates, added to dismissal of 
employees among them, therefore, will aggravate 
unemployment among them as a group. 
4.7 The "push-down" effect on occupation. 
Although the employment projections show a high 
unemployment level, the unemployment rate for educated 
people is unlikely to be as high as suggested by the 
projections, because some educated unemployed people are 
likely to move into the lower level occupations, while 
others will create their own jobs in the informal sector, 
or decide to migrate, because according to Todaro (cited 
in Juoro, 1985:37) educated people have higher propensity 
to migrate than less educated people. Educated people who 
are not accommodated at the "appropriate" level of 
occupation are likely to occupy level occupations which 
are usually occupied by graduates of lower education 
levels. 
The increasing number of better educated people, 
therefore, tends to create shortages of ~mployment 
opportunities for less educated people. Because of those 
shortages of employment for less educated people, 
therefore, these less educated people will also move to 
lower level occupations. This process is the "push-down" 
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effect on occupation, is caused by the increasing number 
of educated people (Keyfitz, 1986:18). 
Table 4.6 shows that by the end of 1994, according 
to the result of Method I, nearly 70 per cent (1,194,784 
out of 1,709,963 jobs) of the jobs that in 1985 were done 
by Junior secondary graduates will be filled by senior 
secondary graduates who have been "pushed down" one 
level. For Method II, the figure is 36 per cent. 
Educated people can easily move to lower level 
occupations, because, according to human capital theory, 
educated people have better access to labour market 
information and for a given job and wage level, employers 
usually prefer people with more education. Because of 
this, unemployment rate tends to be lower among educated 
people than less educated people (Levithan et.al., cited 
in Simanjuntak, 1982:8). 
The movement to lower level occupations may be 
followed by lower private rates of return( salaries). In 
general, salaries have already decreased as the rate of 
growth of the educated labour force has increased (MEC, 
1986:163). The decreasing private rate of return may 
operate through the push-down effect on occupation, 
because the push-down on occupation creates a mismatch 
between level of education and level of occupation. This 
in turn brings about underutilization of people's skills 
and underemployment. At this point, the push-down effect 
on occupation can also be said to be a cause of 
unemployment. Educated people become unemployed, because 
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Method I 
---------
Method II 
Level 
of 
education 
(1) 
Junior Second. 
Senior Second. 
Tertiary 
Junior Second. 
Senior Second. 
Tertiary 
Table 4.6 
Disparity Between Demand and Supply 
of Labour Force in Educational Categories 
and the "Push-Down" Effect 
Central Java 1994 
Year end Year end 
total total 
labour employ-
force ment 
( 2) (3) 
1556018 709740 
1709963 703788 
307576 118967 
1556018 1437806 
1709963 1227127 
307576 171809 
Excess 
of 
supply 
(4)= 
(2)-(3) 
846278 
1006175 
188609 
118212 
482836 
135767 
Over qualifi-
ed in relation 
to 1980-1985 
(5) cummu-
latives* 
2041062 
1194784 
0 
736815 
618603 
0 
Method III 
Junior Second. 
Senior Second. 
Tertiary 
1556018 
1709963 
307576 
Source; Calculated by the author . 
} 2750865 
173549 
(2) from Table 4.3 column (3) 
515116 
134027 
(3) from Table 4.3 column (4), (6) and (8) 
649143 
0 
Just qua-
l i fied at 
1980-1985 
standard 
(6)=(2)- ( 5) 
-485044 
515179 
307576 
819203 
1091350 
307576 
2616838 
307576 
Note: *under the assumption that labour force from tertiary level will be 
fully employed because they move to the lower level occupations . 
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they are reluctant to take lower salaries or jobs they do 
not like which may have low social prestige. However, 
because of the movement of educated people to lower level 
occupations, the quality of labour in these lower level 
occupations will also increase. 
productivity of these levels of 
also increase. 
In the long-run the 
occupation will likely 
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CHAPTER 5 
CONCLUSION 
This study has examined education and the labour 
force in Central Java, based on data available from the 
1971 and 1980 censuses, the 1985 Intercensal Population 
Survey, Jawa Tengah Dalam Angka (Central Java Year Books) 
and the Regional Development Plan. This chapter 
summarizes the result of the study. 
Chapter 2 showed that there was an improvement in 
enrolment rates in Central Java during the period 1971 to 
1985. At secondary school levels, the enrolment rate for 
males is higher than for females, while the enrolment 
rate in urban areas is higher than in rural areas. 
However, the growth of enrolment at all levels from 
primary through senior secondary school levels was higher 
in rural areas than urban areas during the period 1971 to 
1985. 
After age 11, as age and the level of education 
increases, the enrolment and repeater rates decrease. 
This is understandable, because as the age and the level 
of education increase, the cost of schooling, the 
probability of marriage and the probability of entering 
the labour force also increase. Another factor that 
causes limited enrolment of the school age population is 
the limited capacity of higher education institutions to 
accommodate graduates from lower-level education 
institutions. The proportion of primary and junior 
secondary school graduates who are forced into the labour 
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force by the limited accommodation capacity of higher 
education institutions has increased over time, and 
resulted in improvements, in the educational level of the 
labour force. 
Central Java has experienced high economic growth 
during the period 1976-1985. However, Chapter 3 showed 
that the labour absorption of the economy was very weak. 
Agricultural employment, which employed more than half of 
all employment, was decreasing. The shift of employment 
out of the agricultural sector was mostly towards trade 
and the services sector. The limited capacity of these 
sectors to absorb educated people has resulted in 
unemployment among them. 
Members of the labour force with secondary education 
qualifications are the group which have most suffered 
from weaknesses of the labour absorption capacity of the 
economy. This has 
unemployment rate 
reluctant to move 
resulted in their having the highest 
as a group. Educated people may be 
into work outside the service sector, 
because they usually prefer this sector. During the 
period 1971 to 1985, "blue collar" occupations have been 
increasingly offered to them. The increasing proportion 
of secondary graduates in "blue-collar" occupations in 
1985 indicates that they had to move to lower level 
occupations below the clerical occupational status, 
which was still dominated by secondary graduates in 1971. 
This movement may be caused by the increasing number of 
tertiary graduates who occupy clerical occupations. 
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According to Keyfi tz ( 1986: 18), educated people who are 
unemployed tend to move to lower level occupations and 
consequently push people with lower educational 
qualification down to even lower level occupations. 
Secondary graduates may be 
their reluctance to take job 
unemployed 
opportunities 
because 
which 
of 
are 
offered to them. This results from discrepancies between 
job preferences and skills and job opportunities. 
Responsibility for these discrepancies should be referred 
to the educational system, because in Indonesia overall, 
as well as in Central Java, educational levels have a 
positive correlation with unemployment level, at least up 
to senior secondary school levels. Inadequate skills and 
high job expectations among secondary school graduates 
( for example preferences for public sector employment), 
may be the result of an educational system which prefers 
"quantity rather than quality", and general academic 
curricula, and which lacks sound technical and 
agricultural curricula. 
Bias in educational preparation toward general 
academic and liberal arts education is caused by at least 
two things. Firstly, technical and vocational schools 
are more expensive than general and liberal arts 
education. Secondly, the general academic curricula of 
secondary education may also create a high degree of 
elasticity of skills among its graduates. In the 
situation where accurate projections of occupation as a 
part of manpower requirement planning are difficult to 
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obtain, a high growth rate and high degree of elasticity 
of skills among the labour force is needed. However, the 
probable future effect of this policy is a high growth 
rate of educated people who have inadequate skills, and 
who are less capable of competing in the labour market . 
Pre-employment training programs, which are provided 
by the Department of Manpower, provide graduates with the 
specific skills needed in the 
The problems are first, the 
local production process. 
costs opportunity cost 
included have escalated. Second, this pre-employment 
training program will become excessive compared to the 
expected additional employment opportunities, but 
ironically this training is inadequate to train the 
expected secondary graduates who will have job vacancies. 
Integrated policies for education and employment, 
however, are likely to face difficulties in the future, 
where, according to employment projections, 
government target for economic growth 
employment prospects will be poorer than 
decade. 
even if the 
is achieved, 
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Appendix 2.lC 
Estimates Number of Labour Supply 
from Below Primary School Level 
Central Java, 1975-1984 
========================:===========================================-============ 
Population 
Drop-out pupils from primary school aged 10 to 12 
---------------------------
Total who are never Total 
Year Grade 6 Grade 5 Grade 4 enrolled 
( 1) (2) ( 3) (4) (5) ( 6) (7) = ( 5) + ( 6) 
---------------------------------------------------------------------------------
1975 25495 50197 63454 139146 144419 283565 
1976 27266 53236 67037 147539 140966 288505 
1977 27964 54141 63642 145747 135966 281713 
1978 30161 57902 72373 160436 88305 . 248741 
1979 33322 63426 78995 175743 103640 279383 
1980 30311 57199 70994 158504 80599 239103 
1981 34977 65434 80945 181356 71576 252923 
1982 37839 70169 86522 194530 47449 241979 
1983 39228 72099 88629 199956 75007 274963 
1984 43763 79627 97599 200989 71849 272838 
---------------------------------------------------------------------------------
Source: Calculated by the author . 
( 2) from Appendix 2.lB column ( 6) 
( 3) from Appendix 2.lB column (10) 
( 4) from Appendix 2.lB column (14) 
( 6) from Appendix 2.lA column ( 4) 
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Appendix 2 . lE 
Estimates Number of Labour Supply 
from Primary School Level 
Central Java.1975-1984 
================================================================================= 
Year 
(1) 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
Primary 
graduates who are Drop-out pupils from junior secondary 
not accommoda-
ted in junior 
secondary 
( 2) 
72096 
95376 
78927 
101012 
125110 
98827 
129223 
157194 
169021 
152937 
Grade 
3 
(3) 
7055 
8404 
10025 
10510 
10788 
10759 
11265 
12863 
14302 
16637 
Grade 
2 
( 4) 
8691 
102314 
12057 
12412 
12642 
12434 
12831 
14427 
15785 
18052 
Grade 
1 
( 5) 
8804 
11932 
14033 
16515 
12826 
14394 
14830 
16652 
18196 
20786 
Total 
( 6) 
24550 
30567 
32515 
36115 
39437 
37587 
38926 
43942 
48283 
55475 
Total 
(7)= ( 2)+ ( 6) 
96646 
125943 
111442 
137127 
164547 
136414 
168149 
201136 
217304 
208412 
---------------------------------------------------------------------------------
Source Calculated by the author . 
( 2) from Appendix 2.lA column(?) 
( 3) from Appendix 2.lD column(6) 
(4) from Appendix 2.lD column(lO) 
( 5) from Appendix 2.lD column(l4) 
131 -
i 
I 
I 
I 
i 
I 
I 
Appendix 2.lG 
Estimates Number of Labour Supply 
from Junior Secondary School 
Central Java,1978-1984 
==================2===================================================== 
Junior secon-
dary graduates Drop-out pupils from senior secondary 
who are not accom-------------------------------------
modated in senior 
secondary 
Grade 
1 
Total 
Total 
Year 
(1) (2) 
Grade 
3 
(3) 
Grade 
2 
(4) ( 5) (6) (7)=(2)+(6) 
------------------------------------------------------------------------
1978 75157 4714 6226 7069 18009 53166 
1979 17834 5415 6906 7809 20130 37964 
1980 33650 6430 7901 8899 23230 56880 
1981 29379 6771 7992 8968 23731 53110 
1982 23554 5961 6739 7533 20233 43787 
1983 31223 8226 8872 9905 27003 58226 
1984 55592 8482 8693 9525 26700 82293 
------------------------------------------------------------------------
Source: Calculated by the author. 
(2)from Appendix 2.lA column(lO) 
(3) from Appendix 2.lF column(6) 
(4) from Appendix 2.lF column(lO) 
(5) from Appendix 2.lF column(14) 
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Appendix 4.1 
Estimates of Sectoral 
Employment, Central Java 
1989 and 1994 
~ 22---------~---=-----------------------=------=----=-----------------------=-----=--====== 
I 
I( 
' 
Projected Labour Projected employment 
I annual growth absorption --------------------
of sectors coefficient 
Sectors 1985-1994 1985 1989 1994 
( 1) (2) (3) ( 4) ( 5) ( 6) 
A 3.4 -0.01 5778432 5770578 5760777 
M 3 . 5 0.28 1886470 1961888 2060414 
Ii 
s 1.9 0.43 3682888 3805233 3963895 
Total 2.7 0.20 11347790 11537699 11785086 
Source: Calculated by the author. 
II 
II 
II 
I 
' 
11 
I 
I 
II I 
(2) for 1984-1989 is the government's target (Pemda Jawa Tengah, 1985:319), 
the same growth for 1989-1994 is assumed. 
(3) from Appendix 3 . 1 column (8) 
(4) from Appendix 3.1 column (5) 
(5), (6) Projected employment= Pt= Po. e ((gy x g)(t)) (Simanjuntak,1984:54) 
for section 1989 = 
5778432. e [{( 3.3 X -0.01): 100}.4] = 5770578 
Note: A= Agriculture . 
M = mining and quarrying, manufacturing, utilities, transportation and construction. 
S = trade, restaurant and hotel, finance and insurance, community and social service 
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Table 4 . 2 
Estimates of Educated 
Employment, Central Java 
1985-1994 
134 
============================================================================================================ 
year 
(1) 
1985 
1.989 
1.994 
level of 
education 
( 2) 
junior secondary 
senior secondary 
tertiary 
junior secondary 
senior secondary 
tertiary 
junior secondary 
senior secondary 
tertiary 
projected 
---------------------
labour 
supply 
(3) 
7047780 
747121 
114288 
986484 
1061606 
173622 
1501882 
1646944 
292827 
employ 
ment 
(4) 
670321 
619585 
106725 
474487 
478291 
56939 
496439 
495016 
60086 
employed 
(%) 
(5)=(4): (3) 
95.l 
92.9 
93.4 
48.1 
45.1 
32.8 
33.1 
30.1 
20.5 
projected 
-----------
employ 
ment 
( 6) 
758212 
777007 
127738 
924457 
926966 
153978 
employed 
( % ) 
(7)=(6):(3) 
76.9 
73 . 2 
73.6 
61. 6 
56.3 
52.6 
Source : Calculated by the author. 
(1) BPS.1986 : 98. 
( 3) from Appendix 4.2 column (5) and (6) 
(4) Using Sirageldin and Li ' s method (see Appendix 4.5 column (3), (6) and ( 8) 
(6) Using Simanjuntak's method (see Appendix 4.6 column (10),(11) 
Appendix 4.7 column (10) , (11) 
Appendix 4.8 column (10), (11) 
(8) Using Harbison's method (see Appendix 4.9 column (4) and (5) 
Note : * junior and senior secondary are combined. 
projected 
-------------
employ 
ment 
( 8) 
1810044 
1 31640 
26681 79 
1 71072 
employed 
(%) 
(9 ) = ( 8 ) : ( 3 ) 
88.4 
75.8 
84.7 
58.4 
1: 
' 
! 
' 
1: 
I 
Appendix 4.3 
Estimates of Sectoral 
Employment by Level of Education 
Central Java, 1989 
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-------------------------------------=--====---=--=-===-=--=-----------====-==================================== 
sectors 
( 1) 
agriculture 
mining · & quarrying 
manufacturing 
elect.gas & water 
construction 
trade, rest. hotel 
trans. & communic. 
finance & insurance 
comm. soc. service 
projected 
employ-
ment 1989 
( 2) 
5770715 
53885 
1425732 
6449 
460629 
1944762 
366604 
34092 
1473532 
junior secondary 
------------
propor-
tion 
of 1980 projec-
employ ted employ-
ment ment 1989 
( 3) (4)=(2)x(3) 
1. 5 85406 
4 . 2 2241 
4 . 1 57742 
13 . 5 873 
5 . 5 23492 
4 . 7 90820 
11.8 43333 
19.7 6723 
11.1 163857 
senior secondary tertiary 
--------------- ----------------
propor- propor-
tion tion 
of 1980 projec- of 1980 projec-
employ ted employ- employ ted employ-
ment ment 1989 ment ment 1989 
( 5) (6)=(2)x(5) (7) (8)=(2)x(7) 
0.4 25391 0.1 2308 
3.3 1756 1.6 889 
2.8 39492 0.2 3422 
24.3 1568 2.1 129 
3.9 17872 0.3 1197 
2.7 53481 0.2 3695 
6.1 22473 0.4 1283 
32.5 11090 4.6 1578 
20.7 305168 2.9 42438 
----------------------------------------------------------------------------------------------------------------
Tot al 11536400 474487 478291 
Source: Calculated by the author. 
(2) from Table 4.1 column (6) 
(3), (5), (7) calculated from BPS,1983:139. 
(4), (6), (8) are obtained by Sirageldin and Li ' s formula: 
l(t,i,j) = e(t,i) . h(t,i,j) that is, labour requirement in (i,j) 
are derived as the product of target employment in sec t or i times 
j th occupation share (Sirageldin and Li, 1983:39). 
56939 
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Appendix 4.4 
Estimates of Sectoral 
Employment by Level of Education 
Central Java, 1994 
136 
================================================================================================================ 
junior secondary senior secondary tertiary 
------------ --------------- ----------------
proper- propor- proper-
tion tion tion 
projected of 1980 projec- of 1980 projec- of 1980 projec-
employ- employ ted employ- employ ted employ- employ ted employ-
sectors ment 1994 ment ment 1994 ment ment 1994 ment ment 1994 
( 1) ( 2) ( 3) (4)=(2)x(3) ( 5) (6)=(2)x(5) (7) (8)=(2)x(7) 
agriculture 5761085 1. 5 85264 0 . 4 25348 0.1 2304 
mining & quarrying 57978 4.2 2412 3 . 3 1890 1. 6 957 
manufacturing 1465367 4.1 59347 2.8 40591 0 . 2 3517 
elect.gas & water 6480 13.5 877 24 . 3 1576 2 .1 136 
construction 495615 5.5 27308 3 . 9 19230 0.3 1289 
trade, rest . hotel 2001420 4.7 93466 2.7 55039 0.2 3803 
trans. & communic. 396405 11. 8 46820 6 . 1 24281 0.3 1386 
finance & insurance 35382 19.7 6977 32.5 11509 4.6 1638 
comm. soc. service 1564462 11.1 173968 20.7 315552 2.9 45056 
----------------------------------------------------------------------------------------------------------------
Total 11783894 496439 
Source: Calculated by the author. 
(2) from Appendix 4.1 column(7) 
( 3 ), (5), (7) calculated from BPS , 1983:139. 
(4), (6), (8) see note Appendix 4.3 . 
495016 60086 
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Appendix 4 . 5 
Estimates of Educated 
Employment, Central Java 
1989-1994* 
137 
:::2======================================================================================================== 
year 
( 1) 
1985 
1989 
1994 
junior secondary 
projected project emplo-
labour employ- yed 
supply ment (%) 
(2) ( 3) (4)=(3): (2) 
704780 670321 95.1 
986484 474787 48.1 
1501882 496439 33.1 
senior secondary 
projected project emplo-
labour employ- yed 
supply ment ( %) 
( 5) ( 6) (7)=(6): (5) 
747121 619585 82.9 
1061606 478291 45.1 
1646944 495016 30.1 
Source: Calculated by the author. 
(1) for 1985 the data is obtained from BPS,1986:139. 
(2),(5 ),(8) from Appendix 4.2 column (5) 
(3), (6) ,(9) for 1989 from Appendix 4.3 column (4),(6),(8) 
(3), (6), (9) for 1994 from Appendix 4.4 column (4),(6),(8) 
Note:* using Sirageldin and Li ' s method. 
tertiary 
projected project emplo-
labour employ- yed 
supply ment U'o) 
( 8) (9) (10)=(9): (8) 
114288 106725 93.4 
173622 56939 32 . 8 
292827 60086 20.5 
I 
I 
I 
I 
Appendix 4.6 
Estimates of Employment of 
Junior Secondary Graduates 
Central Java, 1989 and 1994 
138 
----=-------------=--====================================================================================--= 
labour projected 
GRDP employment absorp- growth of projected 
(Rp.million) annual of junior annual tion co- GRDP employment 
growth graduates growth efficient1985-1994 
--------------
sectors 1980 1985 ( % ) 1980 1985 ( % ) ( g) (gy) 1989 1994 
( 1) ( 2) ( 3) (4) ( 5) ( 6) (7) ( 8) (9) (10) (11) 
A 764060.2 863622 . 2 2.4 80162 166177 14.5 6.0 3.3 199080 296127 
M: 272599.5 428460.4 8.9 69870 95107 6.2 0.7 3.6 104693 116677 
s · 855585.2 1252986.7 7.6 236131 408669 11.0 1.4 2.0 454439 511653 
------------------------------------------------------------------------------------------------------------
Total 1892244.9 2545069.3 6.9 
Source: Calculated by the author. 
(2) Kantor Statistik Jawa Tengah, 1985:250. 
(3) Kantor Statistik Jawa Tengah, 1986 : 102. 
(2) and (3) at 1975 constant price. 
(4) and (7) r =(log-e Pt - log-e Po): · t 
=(log-e 863622.2 - log-e 764060.2) 
( 5) BPS,1983:139 . 
( 6) BPS,1986:98. 
(8) ~(7) : (4) 
( 9) calculated from Appendix 4.1 column (3) 
5 X 100 = 2.4 
(10) Pt = Po[ ( 1 + (gy x g) (t) ) ] (see Simanjuntak,1984:54) 
(11) the same as (10) 
Note: GRDP = gross regional domestic product . 
2.7 758212 924457 
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Appendix 4.7 
Estimates of Employment of 
Senior Secondary Graduates 
Central Java. 1989 and 1 994 
139 
==============sz============================================================== === === ==== === ================= 
labour pro j ected 
GRDP employment absorp- growt h of projected 
(Rp . million) annual of senior annual t i on c o - GRDP employment 
growth graduates growth eff i cient1985 - 1994 
--------------
s.ectors 1980 1985 ( % ) 1980 1985 ( %) ( g ) (gy) 1989 1994 
(1 ) ( 2 ) (3) (4) ( 5) ( 6) (7) ( 8 ) ( 9) (10) (11) 
A 764060.2 863622.2 2.4 23927 54664 16 . 5 6 . 9 3 .3 104451 1 66686 
M 272599.5 428460.4 8 . 9 49791 90540 11. 9 1.3 3 . 6 107489 128675 
s 855585.2 1252986 . 7 7 . 6 316146 511836 9 . 6 1.3 2.0 56 5067 63160 5 
I Total 1892244.9 2545069 . 3 6 . 9 2.7 777007 926966 
So-urce : Calculated by the author. 
Note : (1) through (11) see Appendix 4 . 6. 
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Appendix 4.8 
Estimates of Employment of 
Tertiary Graduates 
Central Java, 1989 and 1994 
140 
=·=============================================~==============-===========================================--= 
labour projected 
GRDP employment absorp- growth of projected 
(Rp.million) annual of tertiary annual tion co- GRDP employment 
growth graduates growth efficient1985-1994 
--------------
sect-ors 1980 1985 ( % ) 1980 1985 (%) ( g) (gy) 1989 1994 
(1) ( 2) ( 3) (4) ( 5) ( 6) (7) (8) ( 9) (10) (11) 
764060.2 863622.2 2.4 1967 3871 13.5 5.6 3.3 6732 10309 
M . 272599.5 428460.4 8.9 4691 4711 0.1 0.1 3.6 4779 4864 
855585.2 1252986.7 7.6 40096 98165 17.9 2.3 2.0 116227 138805 
Total 1892244.9 2545069.3 6.9 2 . 7 127738 153978 
Source: Calculated by the author. 
Note: (1) through (11) see Appendix 4.6. 
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Appendix 4.9 
Estimates of Educated Employment 
;";:.:-,•.,.::.1' Jav:. lCAQ d. na· I~!. V·-,ili.,.Lu. ;.1 1 /v., .l ... .,,-. 
Using Harbison· s ~thc:id 
---------------------------------------------------------------------
---------------------------------------------------------------------
~evel of 
education 
( 1) 
Employment 
1985 
Annual 
groijth 
(3) 
Projected employment 
1989 1994 
( 4 i (5) 
---------------------------------------------------------------------
8 .1 1834763 2750865 
Tertiary 106i47 5.4 132484 
---------------------------------------------------------------------
3c,urse : Calcuiated by (he author. 
\ :; ) Based on HarbisN: · s sc'€'.ff icient: 
1) the empioyment groiJth of highly educatt::d ~anv:wer i tertiary ;radi.1a~-:3 ) 
is double the rate of income growth . 
2) the employment gro\.Jth of medium iev:::l of manpiY..Jer ( ~-: 1:on:jan set<: _ 
l·~ rhr·~ -~ .~m= the rat.o ,.._c 1'n ' r,-:,,.:. ~ ... ,.,, .. ;-. ;!i r ,i ?-. ,.l 't·l·-r; ,._ r, 1:i7 ... 1 ·.t.: ·-~ --' w ~. cc i .. .i. ,;.;,..;, '"" \Ji t,;_;uh,,., 51 0 .,. 1 .. ,, ',.\.iii~l .. ~.j ,o ~.~:.; '~ _/ 
Note: the projected total income growth for Central J2va ;~r y~ar 1s 2.7 ;~~~~nt 
., . tor r.ne perl(HJ 1984-1989. For 19B9-1994 is =:tssum~J 
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